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ST. LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 


TUESDAY, APRIL 9, 1957 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Pustic Works, 
Washington, D. C. 


The committee met, pursuant to call, at 10:25 a. m., in room 1302, 
New House Office Building, Hon. John A. Blatnik presiding. 

Mr. Biarnix. The Committee on Public Works of the House of 
Representatives will now take up for consideration in public hearings 
amendments to Public Law 358 of the 83d Congress, which authorizes 
the St. Lawrence Seaway Corporation and the subequent construc- 
tion, development, and operation of the project. 

We have two bills before the committee, introduced in the 85th 
Congress. They are H. R. 5728 by Mr. Blatnik and H. R. 5729 by 
Mr. Broomfield of Michigan. The two bills are identical and are 
companion bills to identical legislation in the Senate, S. 1174 by Sena- 
tors Wiley and Green. These bills were proposed by the Secretary of 
the Army in a letter to the Speaker dated February 8, 1957, as part 
of the Department of Defense legislative program for 1957, 

The legislation was approved by the Bureau of the Budget by letter 
to the chairman on March 19, 1957. 

The chairman will summarize the legislation briefly. It is designed 
to accomplish the following three objectives: 

First, to clarify and uals more specific the general powers or au- 
thority for the Seaway Corporation to engage in certain necessary 
functions which are auxiliary to its principal responsibility, that is, 
navigation, jointly with the Canadian Seaway Authority. 

Second, a major change, to increase the borrowing power from the 
original limitation in the law of $105 million. The amendment in- 
creases the authorized borrowing power to $140 million. 

Third, to defer interest during the construction period. 

At this point in the record, if there is no objection, the Chair asks 
that the letter from the Secretary of the Army, dated February 8, 
1957, requesting consideration of this legislation and stating the pur- 
pose and reasons for ree favorable consideration, be included, 
to be followed by a copy of H. R. 5728. 

Without objection, it is so ordered. 

(The letter and bill are as follows :) 

DEPARTMENT OF THE ARMY, 
Washington, D. O., February 8, 1957. 


Hon. SAM RAYBURN, 
Speaker of the House of Representatives. 

Dear Mr. SPEAKER: There is forwarded herewith a draft of legislation “To 
clarify the general powers, increase the borrowing authority, and authorize 
the deferment of interest payments on borrowings, of the Saint Lawrence Sea- 
way Development Corporation.” 


1 
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This proposal is a part of the Department of Defense Legislative Program 
for 1957 and it has been approved by the Bureau of the Budget. The Depart- 
ment of the Army has been designated as the representative of the Department 
of Defense for this proposal. It is recommended that it be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this legislation is (1) to clarify the general powers of the 
St. Lawrence Seaway Development Corporation, which is a United States Cor- 
poration, subject to the direction and supervision of the Secretary of the Army, 
acting for the Secretary of Defense, under Executive Order 10534 of June 9, 
1954; (2) to increase the borrowing authority of the Corporation by providing 
a ceiling limitation on borrowings of $140 million rather than $105 million 
as presently authorized; and (3) to authorize the deferment by the Corporation 
of payments of interest on its borrowings. 

The legislation would provide specific authority for the Corporation to engage 
in certain necessary functions ancillary to its principal responsibility for the 
construction and operation of the St. Lawrence seaway, jointly with the St. 
Lawrence Seaway Authority of Canada. Specifically authorized by the proposed 
amendment are the acquisition and operation, jointly with the St. Lawrence 
Seaway Authority of Canada, of the presently existing highway toll bridge 
across the St. Lawrence River, spanning certain of the seaway works, the 
furnishing by the Corporation of services to vessels using the seaway, such as 
pilotage, tug and salvage services where necessary, and the furnishing of facili- 
ties such as overlook stations and concession areas to visitors to the seaway. 
The present statute (68 Stat. 92; 33 U. S. C. 981), while evidently designed to 
authorize the Corporation to carry out all activities necessary to a discharge 
of its responsibilities, does not specify in detail those ancillary services which 
the Corporation may provide. The proposed legislation would clarify these 
responsibilities and eliminate any possibility of misinterpretation of the intent 
of Congress that the Corporation should have plenary power to acquire and 
operate the existing highway toll bridge which passes across its facilities 
as well as to provide necessary services to vessels and visitors at the seaway 
site. 

The attached proposal would increase the borrowing power of the Corpora- 
tion and at the same time authorize temporary deferment of repayment by the 
Corporation to the Department of the Treasury of interest charges on its bor- 
rowings during the construction period when the Corporation enjoys no reve- 
nues. The cost of the construction of the St. Lawrence Seaway on both the 
Canadian and United States side of the boundary has substantially increased 
between the date that the cost estimates were submitted to the Congress and 
the present time. By memorandum of November 19, 1956, as amended January 
7, 1957, the Administrator of the St. Lawrence Seaway Development Corporation 
reported that the changes to the original borrowing authority are as follows: 


Original, borrowing, authority o.22- ieee ek $105, 000, 000 
Additions: 
Planning and design changes____-_---_ $10, 234, 000 
Price escalation to July 1, 1957_______- 19, 255, 000 


Necessary additional construction items_ 36, 696, 000 


66, 185, 000 





Deductions: 
Deferred and revised items_.._...___-_ 31, 185, 000 


Revised estimate for borrowing authority__.__._._._-_-____-_------_ _... 140, 000, 000 


The Corporation considers these additions to be minimal. While the estimate 
of total projects cost in June 1953 was $88,000,000, and the savings realized as 
a result of the postponement of Point Rockway construction amount to 
$21,200,000, nevertheless the foregoing additions to cost estimates have increased 
original net capital requirements of the Corporation from $105,000,000 as speci- 
fied in the act of May 13, 1954, supra, to the sum of $140,000,000. It is reported 
that the Bureau of the Budget has made a careful examination of these cost 
figures and has approved their submission to the Congress with a request for 
the above indicated increase in the borrowing authority of the Corporation. 

Additionally, the proposed legislation contains language specifically author- 
izing deferments of interest on funds borrowed from the Treasury Department 
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for construction purposes until the Corporation commences to receive revenues 
from the operation of the seaway. There is some ambiguity in the language of 
the present act with respect to the payment of interest. The Department of the 
Treasury has authorized the deferment of such interest payments, whereas the 
General Accounting Office has advised the Corporation that the present language 
of the act requires amendment in order to authorize such deferment. Further, 
this proposal also provides that the Corporation may borrow not to exceed 50 
percent rather than 40 percent of its authorized debt ceiling in any one construc- 
tion year. It is not presently anticipated that the Corporation will borrow over 
40 percent of its authorized debt ceiling in any one construction year. However, 
with the accelerated program of construction demanding an expenditure of funds 
in each construction year considerably in excess of amounts originally budgeted, 
it appears desirable to give the Corporation additional flexibility in order to 
permit the completion of the seaway by July 1, 1958, the accelerated target date. 


COST AND BUDGET DATA 


The St. Lawrence Seaway Development Corporation is a self-liquidating cor- 
poration. None of its construction and operating costs are chargeable to appro- 
priated funds. All costs will be recovered from users of the seaway and all 
borrowings will be repaid with interest to the Department of the Treasury from 
toll revenues. Therefore, no part of the funds for which borrowing authority 
is requested in this proposed legislation will be chargeable to the taxpayer. 
Careful studies by the St. Lawrence Seaway Development Corporation and the 
St. Lawrence Seaway Authority of Canada have established that the additional 
capital expenditures which the proposed legislation will authorize can be entirely 
recouped from seaway tolls and charges for ancillary services. 

Sincerely yours, 
Wiser M. BRucKER, 
Secretary of the Army. 


[H. R. 5728, 85th Cong., 1st sess.] 


A BILL To clarify the general powers, increase the borrowing authority, and authorize the 
deferment of interest payments on borrowings, of the Saint Lawrence Seaway Develop- 
ment Corporation 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of May 138, 1954 (chapter 201, 
68 Stat. 92, 33 U. S. C. 981, and the following), is amended as follows: 

(1) Section 4 (a) (8) is amended by striking out the word “and” at the end 
thereof. 

(2) Section 4 (a) (9) is amended by striking out the period at the end thereof 
and inserting a semicolon. 

(3) Section 4 is amended by adding the following after clause (9) : 

“(10) may establish (by construction or acquisition), maintain, and 
operate (by contract, concession, or otherwise) facilities and appurtenances 
desirable in the operation and maintenance of the seaway ; 

(11) may provide services desirable in the maintenance and operation 
of the seaway, including but not limited to providing, at reasonable prices, 
services to vessels using the seaway and to visitors to the seaway ; 

(12) may participate with the Saint Lawrence Seaway Authority of 
Canada, or its designee, in the ownership of a toll bridge company; and 

“(13) shall credit to the Corporation amounts received from any of the 
activities authorized by clauses (10), (11), and (12). 

“(b) Amounts credited under subsection (a) (18) are available to pay any 
obligation or expense of the Corporation under this Act.” 

(4) Section 5 is amended by striking out the first two sentences and inserting 
the following sentences in place thereof: “To finance its activities, the Corpora- 
tion may issue revenue bonds payable from corporate revenue to the Secretary 
of the Treasury. The total face value of such bonds that are outstanding at any 
one time may not be greater than $140,000,000. Not more than 10 per centum 
of the bonds may be issued during the first year after the effective date of this 
Act, and not more than 50 per centum may be issued during any year thereafter. 
If the Secretary of the Treasury approves, the interest on such bonds may be 
deferred. Deferred interest may not be charged against the debt limitation of 
$140,000,000.” 
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Mr. Buarnrz. Gentlemen, at this point I would like to have my 
colleague, Mr. Broomfield of Michigan, who is also sponsoring a 
similar bill, H. R. 5729, make his statement. 


STATEMENT OF HON. WILLIAM S. BROOMFIELD, MEMBER OF 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Broomrrerp. Mr. Blatnik, in the interests of time I will waive 
the reading of the statement I have. I understand Mr. Castle and 
General Holle will explain in detail what the bills propose to do. They 
are identical with the one you have introduced. 

I would like to have my statement appear in the record at this 
point. 

Mr. Biatrnrx. Without objection, it is so ordered. 

(The prepared statement of Mr. Broomfield is as follows :) 


STATEMENT OF Hon. WILLIAM S. BRooMFIELD, A REPRESENTATIVE IN CONGRESS 
FRoM THE STATE OF MICHIGAN 


Mr. Castle and General Holle, and other members of their organizations, will 
explain in detail the reasons for the provisions of HR 5729, but as the sponsor 
of this bill I should like to make some general observations on its content. This 
bill is identical with H. R. 5728 sponsored by our chairman, Mr. Blatnik. 

First of all I wish to emphasize that this bill will not impose any burden on 
taxpayers. The Seaway project is a self-liquidating and self-supporting enter- 
prise. The cost of building and operating this waterway will be recovered from 
tolls without drawing upon public funds for appropriations. All borrowings 
authorized under the Seaway Act of May 13, 1954, and under this amending 
bill will be repaid to the Treasury Department with interest. 

In this respect the Seaway is unique as far as waterways in the United States 
are concerned. Other waterways built and maintained in the United States by 
the Federal Government are financed by appropriations from public funds. 

The Seaway is also unique in that the United States is a partner with Canada 
in this enterprise. When the project is completed it will constitute an out- 
standing example to the rest of the world of the ability of two free nations to 
work together in carrying out a great and complicated engineering project for 
their mutual benefit and security. 

Not only is the project an unusual one from the standpoint of financing and 
international partnership, but it is also one of the great engineering enterprises 
of our times. As has been the case with all pioneering ventures of this kind, 
problems have arisen in the course of construction which could not have been 
foreseen when the original plans and estimates were prepared. It required hard 
experience to solve such problems, as was demonstrated in the construction 
of the Panama Canal, the Suez Canal and other great engineering feats in this 
line. 

Consequently it is not surprising that various revisions of, and additions to, 
original plans and estimates would become necessary in the course of the 
actual construction of the Seaway. Then too, the considerable increase in con- 
struction price levels since the original estimates were prepared in 1952 have 
made themselves felt in a very marked degree. The cost of the Canadian section 
of the Seaway project has also increased considerably for the same reasons. 

H. R. 5728 and H. R. 5729 provide amendments to the Seaway Act which are 
needed in the light of the experience gained since the project was commenced. 
On looking into the background of these amendments, I have been informed 
that consideration was given to having a bill introduced into Congress last 
year, but it was found that this would not be feasible because the placing of 
several major contracts and solution of some problems was still pending at the 
time. Consequently, it was not possible to make definite proposals for amend- 
ments until this session of Congress. 

These two identical bills provide for an increase in the borrowing authority 
of the Seaway Corporation by 3314 percent to meet the requirements for addi- 
tional funds for the overall construction of the United States section of the 
seaway. The bills also provide for a clarification of the general powers of the 
St. Lawrence Seaway Development Corporation to permit the performance of 
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necessary auxiliary services such as tug services, at reasonable prices, and to 
permit the Corporation to engage in the toll operation of the high-level bridge 
which must be constructed over the seaway channel between Rooseveltown, N. Y., 
and Cornwall, Ontario. 

This bridge is an essential element of the seaway project since it will replace 
an existing low-level structure under which seaway traffic would not be able to 
pass. Through the bridge tolls, highway traffic will contribute to the cost of 
this feature of the seaway project instead of placing the total cost of the bridge 
upon seaway shippers. 

The bills will also make it clear that interest during construction may be 
deferred. This clarification will place the financing of this portion of the interest 
charges of the seaway on the same basis as other Federal self-liquidating projects. 
Interest during construction will be accrued as a cost but payment will be deferred 
and compounded until construction is completed. I am informed that the Treas- 
ury Department and the Bureau of the Budget approve of this arrangement. 

In closing, might I say it isn’t often that the Congress of the United States 
receives a chance to act on a project so large, so beneficial, and of such far- 
reaching consequence to such a great portion of our Nation. 

And it is even less seldom when we find that such an enterprise can be accom- 
plished without taking an additional penny out of the pocket of the already over- 
burdened taxpayer. 

As a member of this committee, I urge my distinguished colleagues to support 
me in seeking early favorable action on this proposal. 

Mr. Buatnix. We have with us this morning the administrator of 
the corporation, Mr. Lewis G. Castle. Mr. Castle is well known to all 
members of the committee, with the exception of perhaps the newer 
members. He comes from that distinctive part of the United States, 
Duluth, Minn., the zenith city on the shores of the Great Lakes. He 
comes from that area at the head of the lakes. 

Mr. Castle, we are pleased to have you here. 

Mr. Castle has given much of his time to business and civic activities 
on behalf of the St. Lawrence seaws uy. He was named by President 
Eisenhower as the administrator of the newly formed St. Lawrence 
Seaway Development Corporation. 

Mr. Castle, it is a pleasure to have you with us here this morning. 
Would you please identify or introduce the assistants you have with 
you from the corporation and your colleagues from the Corps of 
Engineers. 


STATEMENT OF LEWIS G. CASTLE, ADMINISTRATOR; ACCOMPA- 
NIED BY M. W. OETTERSHAGEN, DEPUTY ADMINISTRATOR; 
E. REECE HARRILL, ASSISTANT ADMINISTRATOR AND COMP- 
TROLLER-TREASURER; AND RAYMOND F. STELLAR, CHIEF ENGI- 
NEER, ST. LAWRENCE SEAWAY DEVELOPMENT CORPORATION; 
MAJ. GEN. C. G. HOLLE, SPECIAL ASSISTANT TO THE CHIEF OF 
ENGINEERS, CORPS OF ENGINEERS; COL. LOREN W. OLMSTEAD, 
DISTRICT ENGINEER, BUFFALO DISTRICT OFFICE, CORPS OF 
ENGINEERS; AND RICHARD H. HART, ASSISTANT TO GENERAL 
HOLLE, CORPS OF ENGINEERS, UNITED STATES ARMY 


Mr. Casriz. Thank you, Mr. Chairman and gentlemen. 

On my right is Martin Oettershagen of Illinois, our deputy ad- 
ministrator of the corporation. 

E. Reece Harrill, assistant administrator and comptroller is sitting 
in the back, 

Here we have Mr. Raymond Stellar, chief engineer. 

Those are the men representing our corporation. 
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On my left is Maj. Gen. C. C. Holle, whom you are very familiar 
with, I am sure, special assistant to the chief of engineers; and Col. 
Loren W. Olmstead, district engineer of the Buffalo district; and 
Richard H. Hart, assistant to General Holle, who is seated in the 
back. 

That represents our witnesses, Mr. Chairman. 

Mr. Briatntx. Mr. Castle, will you proceed with your statement? 
You can either read your prepared statement or give an oral sum- 
mary, as you may wish. 

Mr. Castie. We have a good deal of material for you. 

Mr. Chairman, the material placed before you represents the maps 
and my opening remarks and other material which I think will be very 
helpful to you in developing your own questions, which I hope you 
will direct toward General Holle and myself. 

If it pleases your body, Mr. Chairman, I will brief somewhat my 
opening statement. You have covered a good deal in your own re- 
marks about our appearance here today in connection with the iden- 
tical bills, H. R. 5728 and 5729, offering amendments to Public Law 
358. Without going into too much of the history of the legislation in 
its relation to the power facilities, I think there is at each member’s 
desk some reference to the history of the legislation in the past. 
So, Mr. Chairman, I might begin at the top of page 3 of my opening 
remarks, which you now have a copy of. It begins with this state- 
ment: 

In Public Law 358, Congress authorized the creation of the St. 
Lawrence Seaway Dev elopment Corporation with authority to con- 
struct, operate and maintain the United States part of the St. Law- 
rence Seaway. It provided also that the corporation could borrow 
up to $105 million from the United States Treasury and retire this 
debt with interest through the collection of shipping tolls over a pe- 
riod of 50 years. 

This limit on the borrowing authority was based on an estimated 
cost of the project of approximately $88 million at December 1952 cost 
levels, and the differential between that estimated cost and the maxi- 
mum limitation of $105 million included provision for contingencies, 
interest during construction and working capital. 

Out of the first intergovernmental meetings with the Canadians 
held in July and August 1954, there dev eloped an exchange of notes 
for seaway coordination in which the Canadians declared their in- 
tention to construct forthwith, in addition to other facilities, a canal 
and lock at Iroquois on the Canadian side of the St. Lawrence River. 
This would have resulted in a duplication of lock facilities in that area. 
After due consideration it was decided to defer construction of the 
proposed canal and lock at Point Rockway, N. Y., opposite Iroquois, 
Ontario, until future traffic justified such a facility. 

The Corporation, once created, promptly organized personnel and 
engaged the services of the United States Army Corps of Engineers 
as its design and contract agent for construction. Engineering de- 
sign work was initiated in September 1954 and actual construction on 
the project commenced in April 1955—2 years ago. 

The seaway is a construction program of great magnitude being 
undertaken jointly by our Corporation and the St. Lawrence Se AWAY 
Authority of Canada. It is, therefore, an international joint venture, 
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and one which promises to provide great stimulation and value to 
the economy of both countries. It will also strengthen the security 
and defense of both nations. 

At the beginning of our work we experienced favorable bids which 
were most encouraging from a cost point of view. Later, higher bids 
exceeding Government estimates wiped out the earlier savings. Fur- 
thermore, unexpected items necessary to complete our navigation 
facilities came to light after the passage of the Seaway Act. 

The pending bill before your committee proposes the following 
three amendments to our original legislation: 

To increase our borrowing limitation from $105 to $140 million. 

To defer interest on our borrowings from the United States 
Treasury until the project is completed and revenue is to be received 
from tolls, and—— 

Mr. McGrecor. Is that second item included in your first item in 
the difference between $105 million and $140 million ? 

Mr. Castix. No; it is not. 

Mr. McGrecor. How much would you require of deferred interest, 
so that we might know how much additional is being asked for? 

Mr. Casrix. For about another $10 million. I bring it out later. 

Mr. McGregor. Then it would be in reality about $45 million? 

Mr. Castie. That is right. 

Mr. McGrecor. Thank you very much. 

Mr. Castie. I bring that point out later on, Mr. McGregor. 

Mr. Becker. Mr. Chairman, I heve the same question on ‘the original 
$105 million. Was it agreed that the interest would be deferred on 
that also? 

Mr. Buarnixz. As I recall, it was not made too clear in the original 
act. 

Mr. Becker. That is why I asked. 

Mr. Brarntk. If I recall correctly, the Treasury Department 
thought it could be interpreted to mean such. I believe the Comp- 
troller General asked that it be clarified. He had a question or a 
doubt in his mind. 

Mr. Castie. I refer to that later on, Mr. Chairman. 

Mr. Buarntk. Yes, and you can explain that. 

Mr. Becker. I do not remember that exactly myself. 

Mr. Scupper. I was under the impression that the total included 
interest which would be paid. The Government was not putting up 
any money to be accumulated but paid out of the whole. 

Mr. Castix. That isright. I bring it out further on in my statement. 

The third item in brief is to expand our general powers so as to 
authorize our Corporation: 

(a) to institute certain auxiliary services and facilities considered 
desirable in the interest of the seaway ; 

(b) to participate jointly with our Canadian counterpart in the 
ow nee and operation of a highway toll-bridge system ; 

(c) To impose equitable charges for such operations and services. 

Concerning Item No. 1 above, we are now asking for a limitation of 
$140 million on borrowing authority exclusive of interest during con- 
struction, but inclusive of $7 million for Corporation working capital 
and for operating contingencies. ‘This represents an increase of 33.3 
percent over the present $195 million limitation. 
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The direct construction cost, as now estimated, namely, $133 million, 
compares with a preauthorization estimate of $66,815,000 based on 
December 1952 cost levels submitted to Congress before this Corpora- 
tion was created (each exclusive of Point Rockway Canal and Lock). 
The increased construction cost, $66,185,000, consists of : 


en ee Si catnase acisteebee $19, 255, 000 (28.8%) 
Basic planning and design charges__.._..---__----_ 10, 234, 000 (15.8%) 
Supplementary construction items____._.___-__-____-__ 36, 696, 000 (54.9%) 

ah i ee celal hci bea bdreeetaaeniacpara babbaen 66, 185, 000 (99.0%) 


Mr. McGrecor. Would you yield for a question there ? 

Mr. Castiz. Yes, sir. 

Mr. McGrecor. Our engineering guide says that we have increased 
about 14.8 percent. Why do you say that construction costs have 
increased 28 percent ? 

Mr. Castte. It is about 2214 percent. This is 28 percent of our 
$66 million. However, price index levels have gone up 2214 percent, 
according to the Engineering Record Index, which is a reliable source 
and a continuing source of information. 

Mr. McGrecor. I am using the Engineering Record, but I looked 
at it in the last 2 weeks, probably, and it was much less than 20 percent. 
You say it has gone up that much more in the last month ? 

Mr. Casttx. The last information we have from the Engineering 
Record was 2214 percent. It is in this issue here. Do you have that, 
General? December 1952, according to the Engineering Record, con- 
struction cost index was 588.1. July 1957 is estimated 720. Divid- 
ing the difference there it comes to 2214 percent. 

a McGrecor. That was from 1952 to 1957? 

Mr. Castix. That is right. 

Mr. Jones. Will the gentleman yield? 

Mr. McGrecor. Yes. 

Mr. Jones. Mr. Castle, will you give us the increase from May 13, 
1954, to the present time, that is, from the time of the approval of the 
act creating this Corporation ? 

Mr. Casttiez. I do not have that here. 

Mr. Jones. Do you not think that would be a more appropriate 
figure than giving us an estimate from 1952? The Corporation did 
not come into being until May 13, 1954. 

Mr. Castiz. But the point of that is that the estimated cost of $88 
million was made in 1952 and submitted to Congress based on 1952 
cost levels, and the bill passed on those estimates. 

Mr. Jones. Mr. Castle, do you recall the testimony before this com- 
mittee by the Corps of Engineers in making the cost estimate based 
on 1952 and that those figures were not brought up to date before this 
committee in 1954, when the bill was considered by this committee? 

Mr. Castie. I am not familiar with that. I was not here then. 

Mr. Jones. Are you stating to the committee emphatically that the 
committee did not have up-to-date cost figures in 1954, but relied on 
the figures submitted to it in 1952? 

Mr. Casrix. That is my impression. Yes. 

Mr. Jones. That is all, Mr. Chairman. 

Mr. Casitx. Were it not for the supplementary construction items, 
it would have been possible to have completed construction within the 
original limitation of $105 million. These items consist of: 
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Lands and damages: Additional lands and easements for South 

Cortwall 090d Ging cs icacesncehseodednbiegendn tit $93, 000 
Long Sault Canal and Locks: Additional items including gate 

lifter, mooring basin therefor, spare gate and storage barge, 


and radio and intercommunication facilities_.._..____.--_- 7, 226, 000 
Cornwall Island Section: Dredging in South Channel 
($11,970,000) and 2 training dikes..1...............-«.... 15, 829, 000 


General Purpose Facilities: Navigation aids and supporting 

facilities ($3,228,000), marine base, maintenance shops and 

other. temps 3. ee ea 10, 548, 000 
Seaway Corporation: Expense for administration, field super- 

vision and inspection, mobilization for operation, and main- 


tenance GUuriINg CODSEP UCU OD cn ckcmniinik within Secret siinemeentes 8, 000, 000 
TWotar os oe 8 ee Oe a 36, 696, 000 


Mr. McGrecor. Will you yield for a question ? 

I wonder if you wil! explain to us why these particular items were 
not carried in the original estimate, and what has developed which is 
now bringing up the additional cost involved in these particular items? 

While I am on this question, I have heard in two or three instances 
that specifications were being changed. I sincerely hope you will 
clarify that, because when it comes to changing specifications, some of 
us here are going to object. Weare Scotch, but we are willing to spend 
money for the 27-foot depth and the required width. However, we 
do not want someone else to come in and narrow the canal, or make it 
a lower draft. 

Mr. Castte. In the first place, Mr. McGregor, I can only say this: 
That in 1952, architecting a project of this character—and I think I 
will ask General Holle to supplement my remarks—you endeavored to 
plan and anticipate what you would find under the water and by 
further model studies, but it is difficult to architect a plan in 1952 and 
start constructing it in 1955 without finding many omissions and 
changes which have got to be made for a project of this magnitude, 
which involves so many engineering complications. 

Mr. McGrecor. Mr. Castle, I agree with you, but when you make 
a difference of nearly 35 percent, that is quite a variation for original 
esitmates on which authorization was given. 

Mr. Castir. Absolutely. 

Mr. Fatxon. Will you yield? 

I would like to pursue Mr. McGregor’s question a little further. 
These unforeseen expenses you have here and additional expenses 
were not in the report we got in 1954. Let us take the smallest item 
of $3 million in expenses for administration, field supervision and 
inspection, mobilization for operation and maintenance during 
construction. 

Do you mean you did not include that item in the estimated costs 
in 1954? 

Mr. Castie. Apparently not. 

Mr. Faxvon. Here is another one that goes up to $10 million. That 
is navigation aids and supporting facilities, marine base, maintenance 
shops and other items. ‘They were not even considered ? 

Mr. Castie. No. In fact, we had no idea about the navigation 
aids, Congressman. The Bureau of the Budget came to us and said, 
“We feel this being a self-liquidating operation, that such service 
which will be supplied to the users of the canal should be paid for 
out of tolls.” Therefore the cost of the navigation aids was taken 
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away logically from the Coast Guard and placed on our own 
shoulders as a financial cost and responsibility. The Comptroller 
General concurs in this belief of the Bureau. 

Things like a marine base to house our own plant and water equip- 
ment was not included in the original plans. Some others of that 
character have run into a surprising amount of money. 

Mr. Faxon. In other words, the committee did not get the true 
cost of this project ? 

Mr. Castix. I do not think I want to say that. I think every effort 
was made to anticipate what the needs were back in those days. 

Mr. Fatton. When I say “true” I do not mean to say that any- 
body was trying to fool us in any way, but these oversights were 
something that did not make the report true. 

Mr. Castie. That is right. They are figures that our corporation 
inherited, and we can very easily see where many items could have 
neither been anticipated nor provided for when you try to plan every- 
thing for a project of this size: It is a tremendous project, gentle- 
men. Iam hoping to get you all up there next summer to see what 
we have done and what we are going to provide in the way of facili- 
ties for shipping in this country. 

Mr. Fation. Mr. Castle, I do not know whether you read the record 
of the hearings, because I think it would be impossible for any indi- 
vidual to do it in one lifetime, since we had so many of them; but the 
opponents time and time again testified before this committee that 
the Seaway would cost twice as much as the estimated costs given to 
this committee. Every time they said that the proponents said that 
that was not true, and this was the cost and it would complete the 
seaway. 

So it seems to me the opponents are getting closer to being right 
than the proponents were. 

Mr. Castir. All I can say to that, Congressman Fallon, is that half 
of this increase we are asking for is beyond anyone’s control, since 
we are in a period of inflation. When your price index for labor and 
materials increases $19,225,000 in a 4-year period, you are pretty 
helpless. 

Mr. Fatton. What I am trying to point out is that the opponents 
were closer to being right than the proponents were in their testi- 
mony. 

Mr. Casttz. They were better prophesiers than we were, but I 
think when all of this is analyzed and the results in the way of 
facilities for our country are shown with the great savings that will 
result from it for the benefit of the economy of our country, both 
agriculture and industry, I think we are all going to be satisfied 
that this increase of 33 percent beyond the original borrowing limi- 
tation will be well worthwhile. 

Mr. McGrecor. Will the gentleman yield? 

I am worried about the rumor going around that the specifications 
are being changed. Therefore I would like to have you explain your 
item on page 5, “Basic planning and design changes, $10,234,000 
(15.3 percent).” I wonder if you would explain that? _ 

Mr. Casrte. If I may, Congressman, I will ask General Holle, who 
is our designing contract agent. 

Mr. McGrecor. That is perfectly all right. 





SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 11 


Mr. Caste. It represents changes that had to take place in our 
whole design and construction program. 

Mrs. Burrow. Mr. Chairman. 

Mr. Buarnis. Mrs. Blitch. 

Mrs. Burren. I was not here when this project was authorized, 
and I would like to know what part Canada is playing in this project. 

Mr. Brecker. Canada’s part is separate from this. 

Mrs. Burren. Yes, but what part is Canada playing in it? There 
are two definite projects. The United States is carrying on one and 
Canada is carrying on the other. 

Mr. Castie. That is right, Mrs. Blitch. They are constructing locks 
and channels on the Canadian side. We are constructing our services 
on the American side. They run from Montreal up to Lake Ontario. 
We are in between at Massena with 2 locks and a 10-mile canal. 
They are constructing locks between Cornwall and Montreal, and 
another at Lroquois, Ontario, so they are doing about twice as much 
work as we are. Their cost will be about $285 million for their part 
of the seaway project. 

Mrs. Burren. Have Canadian costs, Mr. Castle, gone up in compari- 
son to what the costs of the United States projects have? 

Mr. Castie. Later on in this statement I mention that their costs 
so far have gone up 621% percent. 

Mrs. Burrcn. Sixty-two and one-half percent of their original 
estimate ? 

Mr. Castie. That is right. Their costs are not quite as high as 
ours in labor and materials, but they have had, 1 would say, a com- 
parable increase. 

Mrs. Burren. I am not familiar at all with the St. Lawrence seaway, 
or with the river, or anything about it. I am asking this for my own 
personal information. 

Why is it necessary that Canada and the United States have two 
separate projects ? 

Mr. Castie. There exists today a 14-foot canal which is operated 
entirely above the boundary line in Canada. That will be flooded out 
at the time the power facilities are put on the line, which facilities 
are now being constructed in the same area. 

Mrs. Burrcn. At what time? 

Mr. Caste. There are power facilities being constructed by On- 
tario and New York State. They are building a powerhouse and dam, 
and some other control dams. When those are completed they will 
flood back the waters in the St. Lawrence River to cover the Rapids. 
That will provide us with a depth for navigation so that the two, 
navigation and power, are related in that way. The only means of 
getting into the Great Lakes Basin at the present time is from Mont- 
real through the Canadian waters, where we are constructing naviga- 
tion facilities at Massena. 

Mrs. Burren. And that is the Canadian facilities you are talking 
about ? 

Mr. Casriz. That is right. From Cornwall west the ships go 
through United States waters with the exception of Iroquois and 
Welland. 

Mrs. Burrcu. There is not a duplication of facilities then ¢ 

Mr. Castix. On,no. There isno duplication. 
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Now, if you will look at this map, Mrs. Blitch, the white map here, 
I think it is more explanatory of your question. This is a schematic 
map. It shows between Montreal and Cornwall the facilities being 
provided by the Canadians, which represent four locks. Then there 
are two locks at the center or a little bit to the left of the center near 
Cornwall and Massena, which are those being supplied by our Corpo- 
ration. The fifth lock, built by the Canadians at the far left at 
Troquois, is under the St. Lawrence Seaway Authority of Canada. 
That is on the Canadian side of the boundary. Therefore, we are com- 
pleting in joint venture a navigation project which will carry 27-foot 
navigation from the Atlantic Ocean up into the Great Lakes. 

Mrs. Burrcu. Thank you very much. 

Mr. Stavurrer. May I ask one question, Mr. Chairman ? 

Mr. Buatntk. Mr. Stauffer. 

Mr. Sraurrer. Mr. Castle, have these increased costs been projected 
into the tolls? Have you figured what additional tolls are going 
to be necessary to take care of these additional costs, and does it in any 
way affect the economic value of the canal ? 

Mr. Castie. The question has been raised a good deal lately, and I 
must say this: The two committees representing the Canadian Author- 
ity and our own Corporation are still doing a considerable amount of 
study and research on the subject of tolls. First, we have to know 
much more accurately what our costs are going to be and what our total 
volume of traffic is going to be and what our total cargo tonnage is 
going to be. So far in our studies all I can say is we feel we will be 
able to come up with a toll rate which will prove this to be of economic 
value. 

We believe the users will be satisfied with the rate we think can be 
applied, but this being a study on an international basis, we prefer 
not to disclose what our findings are today, because they have not been 
finalized. In spite of what some people believe, though, or what they 
are saying, I am very confident we will come up with a satisfactory 
rate which will prove the economic value of this project. 

Mr. Sravurrer. And it will take care of the interest and amortiza- 
tion on the investment ? 

Mr. Castie. Everything. Yes, sir. Over a 50-year period. In 
interest and invested cost. 

Mr. Biarnix. Will the gentleman yield ? 

Mr. Sravurrer. Yes. 

Mr. Buatnix. Mr. Castle, are‘ you still in the process of reading 
your prepared statement ? 

Mr. Castiz. Yes. I was in the middle of reading that, but Mr. 
McGregor asked a question about the design changes. Would you 
like to have that answered ? 

Mr. McGrecor. No; it is perfectly all right. I recognize it will 
fall under the General’s category. Just so we clear it up it is all 
right, because the item of $10 million, which is approximately 15 
percent, kind of worries me. However, I am sure that General Holle 
will clarify it when he testifies. 

Mr. Biarnix. May I ask the members to allow Mr. Castle to pro- 
ceed and then we can go back and ask questions. My thought is to 
give those who are not too familiar with the project a little better 
overall picture before we start on specific points. 
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Mr. Scuerer. The only thought that I have is sometimes you have 
a question dealing with the paragraph he is reading. 

Mr. Buarnr«. Does the gentleman from Ohio have a question ? 

Mr. Scuerer. I just wanted to ask Mr. Castle this question: If you 
leave out of your consideration in response to my question now any 
possible further inflation, do you see at the present time any possibil- 
ity of coming back to Congress before the seaway is completed and 
asking for further borrowing authority ? 

Mr. Castiz. No, sir. 

Mr. Scuerer. Or further increases in borrowing authority ? 

Mr. Castix. No, sir. We feel that this is everything we need to 
complete this project on our target date and well within our limita- 
tions. 

Mr. Scuerer. That is, neither you nor the Army engineers can 
foresee anything at this present moment which would require you to 
come back to the Congress ? 

Mr. Castiz. That is right. 

Mr. Scuerer. Anything to increase your borrowing capacity over 
and above the $140 million which you now are asking for? 

Mr. Castiz. Yes. 

Mr. Becker. Will the gentleman yield ? 

Mr. Scuerer. Yes. 

Mr. Becker. That is the same answer we got in 1954 with respect 
to the $105 million. It is no different. If there are additional costs 
and if there is inflation or other items that come up, just as they have 
here now, there will have to be additional sums authorized. 

Mr. Scnerer. I specifically prefaced my question by saying, elimi- 
nating from consideration any possible inflation, would there be 
anything that Mr. Castle or the Engineers can now see that would 
require them to come to us again. 

Mr. Castie. Let me say this: We will have most of our work con- 
tracted for in the next 2 months, so we will know exactly within that 
time, I believe, and will be able to confirm what I have just said, that 
we will not have to come back for any more funds. 

Mrs. Burren. Will the gentleman yield ? 

Mr. Scuerer. Yes. 

Mrs. Burreu. Do you consider this whole project then financially 
feasible ? 

Mr. Caste. Absolutely. 

Mrs. Burren. I agree with you from what little bit I know of it. 
Why is it then that we have to borrow from the United States Govern- 
ment? Why could this not be financed by private means? 

Mr. Castix. That was discussed, Mrs. Blitch, at the time this legis- 
lation was under review. There would be no means of paying interest 
during the construction period. That was one of the major reasons 
for it. You cannot sell a bond to the public unless they are assured 
of income during the period when the corporation would be receiving 
no revenue. You would have to borrow money to pay interest, which 
would be costly, and it seemed to be the better part of wisdom on the 
part of the Congress to borrow the money from our Treasury Depart- 
ment and pay it back to them, as will take place. . 

Mrs. Burren. I appreciate that circumstance, but it seems to me 
that the Government could have guaranteed the interest payments 
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during the time, and that is all it would have become financially re- 
sponsible for. I know that is far-fetched, but ¥ am thinking of the 
tremendous increase in view of the fact that there is a great economy 
drive on throughout the Nation, and pressure is being put on the Con- 
gress which puts you and your ponies in a very “difficult position 
right now. That is the reason why I ask you that question. 

Mr. Casrtix. If that bond issue had been sold to the public they 
would have probably paid twice the amount of interest which we 
now pay or will pay to the Treasury Department. Our rates aver- 
aged 234 percent to 33g percent over the past 2 years. That is based 
on a longtime rate for Government financings—longtime maturities, 
It was very well debated, I know, in 1950, 19% 51, and 1952, if this were 
to be accomplished, as to just how to finance it. It seemed to be the 
better part of wisdom to borrow from our own Government, since the 
Government at that time was not anxious to expand its own outstand- 
ing obligations. They could have been guaranteed by the Govern- 
ment and sold to the public. 

I presume that was the policy of the Treasury Department at that 
time, not to encourage and increase our own public debt, which was 
what would have resulted. 

Mrs. Burren. Thank you, Mr. Castle and Mr. Chairman. 

Mr. Scuerer. Could I ask one more question along the same line 
which we are proceeding ? 

Mr. Buatrnrx. The gentleman from Ohio. 

Mr. Scuerer. Mr, Castle, on page 6 under the Seaway Corporation 
item it says, “Expense for administration, field supervision and inspec- 
tion, mobilization for operation, and maintenance during construction, 
$3.000.000.” 

Does that $3 million represent the increase for those costs? 

Mr. Ceacca. No. That means that our administrative costs from 
now on until we start to receive income from tolls is going to be fairly 
substantial. We are moving our entire staff to Massena, N. Y., next 
January. We have to recruit about 180 people to begin operations 
in July 1958. They are linesmen and lock masters. As you under- 
stand, we will operate for an 8-month period, 7 days a week, 24 hours 
a day, so you have to have 5 people for every job. The recruitment 
of our staff and the expense of recruitment in moving people to that 
area and training them and getting ready for our operations on July 1 
is rather an expensive job. Furthermore, we do not receive toll reve- 
nue until 1959. 

Mr. Scuerer. I understand that, but then this $3 million figure that 
appears on page 6 represents the total cost for those services and not 
the increased cost for the services you just mentioned ? 

Mr. Castixz. That is right. 

Mr. Scuerer. Why was this item then not included in the original 
estimates that you furnished this committee ? 

Mr. Caste. I cannot explain that, sir. They just did not think 
that far forward, I am afraid. 

Mr. Scuerer. It is your opinion then, looking back now, that that 
item should have been included in the original estimates of cost, should 
it not? 

Mr. Castie. Yes, sir. 

Mr. Wirnrow. Will the gentleman yield? 

Mr. Scuerer. Yes. 
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Mr. Wirurow. Mr. Castle, you feel as though this is an economical 
and sound project ? 

Mr. Castie. Absolutely. 

Mr. Wrrnrow. But in addition to that you feel it will make a real 
contribution toward our national security, do you not? 

Mr. Caste. I think to our national security and defense, as well 
astooureconomy. It is of very great importance. 

Mr. Wrrurow. It will make a big contribution. 

Mr. Castie. Yes, indeed. 

Mr. Scuerer. I have this observation to make. It is inconceivable 
to me that that $3 million item for the services that Mr. Castle says 
are apparently necessary was not included in the estimates in 1954. 
It is almost unbelievable that engineers overlooked that, but as he 
said, it does not represent an increase in costs for services, but repre- 
sents a basic overall cost for work that certainly must be done in con- 
nection with the building of this seaway. Somebody slipped. 

Mr. Castiz. Would you like any comment on that? May I call on 
our comptroller, Mr. Scherer? He may add something to that? 

Mr. Harr. Mr. Chairman, I believe when the project was started 
it was conceived as a river and harbor project. After it was made a 
corporation there were many expenses placed on the corporation as a 
self-liquidating agency that the Corps of Engineers and other public 
works do not have to bear. 

For example, in our case all of the administrative expense and over- 
head has to be paid out of the project money and included in the tolls, 
whereas general expenses of the Corps of Engineers, Reclamation, and 
other public works projects are not charged to the project. 

Mr. McGrecor. Will the gentleman yield? 

Is this statement not cor rect? If you have a river and harbor proj- 
ect, the engineering costs and so for th are charged to that project? 

Mr. Harri. The engineering costs, but not the general overhead. 

Mr. Castix. Mr. Scherer was referring to the $3 million item here. 

Mr. Scumrer. On the other hand, we knew this would be a corpora- 
tion charged with responsibilities when we passed that legislation. I 
am not critical of this present Corporation. Maybe I should not be 
critical of anybody, but it seems to me that it is an item that should 
have been in there. 

Mr. Castie. We invite your questions, sir. We want everybody to 
understand what we have been faced with. 

Mr. McGrecor. Mr. Castle, I am sorry for you. You are having to 
answer a lot of questions here where the problem has been handed to 
you. The fellows we should ask those questions of are the Army Engi- 
neers who furnished us the figures in the first place. Those are the 
fellows we should be asking these questions. Why such a great differ- 
ence in the their first figures and now ? 

Mr. Castie. There are other sponsors involved. The Corps of 
Engineers was called in to help in developing the estimated costs. 
Knowing their past record and their efficiency, I personally have no 
complaint other than what has happened to us in the way of infla- 
tionary costs today, and furthermore when you sit down in 1950 and 
1952 to draw up plans for a project of this magnitude it just does not 
seem possible that anyone could come up with a finalized answer that 
would work out exactly as planned in 1957, There are a lot of things 
that have to be worked out further or found out by further testing, 
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like sweepings on the bottom of the river, and model tests in Canada 
and our country. 

The Canadians are having the same experience as we are. Their 
estimated cost for deepening the Welland Canal, I think, was about 
$214 million. It may cost them $25 million. 

Mr. Scuerer. I concede what you say is correct, but in this instance 
we just left out something. We did not miscalculate these costs, but 
we just ignored them. 

Mr. Castie. Let me get into one more item besides these items I 
have listed here, and we will come to that a little bit later. That is 
the cost of dredging. 

When we were handed this Corporation it was understood that the 
two power entities would do all of the dredging in the St. Lawrence 
River below the powerhouse and dam. That was at an estimated cost 
of about $24 million. The language in the act, in our act as well as in 
the license granted the power entities, had a good deal of ambiguity 
in it, and they claimed that the dredging which they were going to 
be asked to do was as much or probably more to our benefit than their 
own. It is the refinement we would make for a channel to allow ships 
to go through which would be more of a channel than what they would 
need in order to get water away from the tail race. 

They finally said, “We will not do the dredging.” We argued that 
matter with them over a 12-month period, and finally time was run- 
ning out on us and we had to come to some compromise, which we 
did. Authorization of such a compromise was approved at Ottawa 
and agreed to between our Government and the Canadian Govern- 
ment. They authorized the two Seaway entities to compromise with 
the power authorities and we ended up with each contributing $6 mil- 
lion toward the $24 million project. 

In the meantime these costs for dredging have gone up tremend- 
ously and we have been given an $18 million to $22 million job of 
dredging which was not anticipated when this bill was passed. 

There you have inflationary costs of $19 million and dredging costs 
of $16 million to $18 million for us, and then we have the navigation 
aids of $3 million which have been foisted upon us, which was not 
anticipated, and we have two training dikes which will cost about 
$4 million. Theses have been heaped on our shoulders and it was 
not anticipated. 

There you have it, gentlemen. We inherited a lot of things. 

Mr. Faxon. Mr, Castle, I want to teil you that I have some testi- 
mony before me, so I am not going to ask you questions on it until 
I read it to you; but the point I want to make ‘is, this additional 
$46 million that the Seaway is going to cost is something that has 
happened in the past year, because the testimony before the Appro- 
priations Committee in 1956 was this: At that time, just a year ago, 
the committee was informed that the total cost would be approxi- 
mately $87 million. In the testimony before the same committee this 
year the estimated cost will be $133 million. Then they go further 
to say in the article that, “This committee was shocked.” That is 
the Appropriations Committee. 

Mr. Castiz. That is right. I will have Mr. Harrill, our comp- 
troller, make some comments on that, but we were at a point, when 
we appeared before the Appropriations Committee last year, where 
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we did not know where we would land on this dredging responsi- 
bility. We were also negotiating with contractors on our lock bids. 

As far as we knew, in fact, last year we figured that we could do 
this entire job for $101 million with reasonable bids on dredging and 
on our locks, But right after we presented our testimony before the 
Appropriations Committee, then everything broke loose on us. The 
lock bids were way over the Government estimate, and the dredging 
cost was foisted upon us, and there we were. 

So, Mr. Fallon, it appears as though this happened overnight. It 
did, but we were not sure of all costs in pending contracts. All we 
could base our estimates on were reasonable bids at the time we ap- 
peared before the Appropriations Committee. 

Mr. Fatxon. Also this figure that I get is a 53 percent increase not 
counting deferment of interest. Is that correct? 

Mr. ato According to what the chairman of that committee 
said, it went from $87 million to $133 million. I think that is around 
50 percent. 

Mr. Fatxon. 53 percent. 

Mr. Caste. Yes. 

Mr. Fatwon. Not including the deferment of interest? 

Mr. Casttz. That is right. 

Mr. Scuerer. This increased cost is saved at least temporarily by 
the elimination of the cost of the Aswan Dam. 

Mr. Fatton. That also includes the elimination of the $21 million 
lock, does it not? 

Mr. Castie. That is right. All of these figures disclose that. 

Mr. Fatiton. As Governor Dempsey has suggested, when you want 
something you estimate low, and when you do not want it the estimate 
is high. 

Mr. McGrecor. Regardless of what the cost is, it is mandatory that 
you arrive at a toll charge sufficient to retire the bonds ? 

Mr. Castiz. That is right. 

Mr. McGregor. Which is the overall cost of the program ? 

Mr. Castiz. That is right. 

Mr. Scuerer. Unless we amend the act and subsidize it. 

Mr. Becker. Will the gentleman yield ? 

We are talking about the tolls right now. Is there a problem in- 
volved because the seaway portion in Canada being built by the 
Government there is under the same control as our part of the sea- 
way, but with regard to the power project in Canada that is also a 
national project; whereas our power project is under the New York 
State Power Authority, which is a local authority, and the toll rates 
will be affected by it, so Canada’s stand on the toll rates may be dif- 
ferent from ours? 

Mr. Castie. We have had no difference so far. We are in accord 
with all of our findings and ideas and basic policies. 

Mr. Becker. At the present moment then in your discussion of the 
tolls, without asking for any information on anything that is not yet 
finalized or is still in conference, it is your feeling the tolls will be 
worked out between Canada and the United States, and they will 
affect reasonable payment of these bonds and the obligations of the 
Corporation, together with the interest that is deferred ? 

Mr. Castie. Yes. 
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Mr. Becker. Over how long a period of time ? 

Mr. Castie. Fifty years. 

Mr. Becker. Thank you. That is all. 

Mr. Scupper. Mr. Castle, has there been any different arrangement 
as to the costs of the power facilities and the seaway ? 

Mr. Castte. Yes. 

Mr. Scupper. In this project? I know when the seaway project 

was before us, the multiple program for developing power and con- 
structing the seaway, that the Power Authority of Canada and the 
Power Authority of New York testified that they would be willing 
to construct their own projects without any assistance from the Fed- 
eral Government, but would construct their own power facilities 
and make available water for the locks. 

Mr. Castie. That is right. 

Mr. Scupprr. Then there has been no change there ? 

Mr. Castie. No. 

Mr. Stupper. You are not participating in the power project at 
all ? 

Mr. Casttzr. No. None whatsoever. 

Did you want me to complete this statement, Mr. Chairman? I 
was pretty close to the end. If nobody has any other questions, 
I might continue then. 

Mr. Buiarnirx. Will you please proceed, Mr. Castle? 

Mr. Cast g. 1 was on page 6. 

Our Canadian counterpart also is experiencing major increases 
which amount to 6214 percent over the original estimate of $175 
million in 1952. 

The purpose of the second provision in the bill is to clarify the 
present law concerning the treatment of interest during construction. 
The language in the present law is silent on this matter. The Treas- 
ury Department has interpreted the law and its legislative history 
to permit the deferment of interest during construction. The inter- 
pretation by the Office of the Comptroller General on the other 
hand is to the effect that interest should either be paid during con- 
struction or charged as a reduction of the borrowing authori ity of 
the Corporation. 

If the Congress should consider that this interest should not be 
deferred and later paid from operating revenues, the Corporation 
would find it necessary to seek approximately $10 million more of 
borrowing authority in addition to the amount now being requested. 
In any event, all interest during construction will become a part of 
the rate base for setting tolls, and the amounts will be recovered 
from toll revenues. 

In reference to item No. 3 of our three amendments, it is our inten- 
tion to purchase jointly with the St. Lawrence Seaway Authority 
of Canada the existing International Bridge Co. and continue the 
operation of highway transit facilities between Rooseveltown, N. Y., 
and Cornwall, Ontario. The abandonment of the railroad system 
between the United States and Canada has relieved the seaway en- 
tities of the obligation to relocate the railroad. However, they are 
obligated to continue the highway system across the St. Lawrence 
River. The existing highway-railroad bridge across the South 
Channel has to be removed in any event to permit passage of seaway 
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traffic. Its replacement with a high-level highway bridge instead 
of the two fixed bridges across the Grasse River and Polleys Gut, and 
the two swing bridges across the Grasse River lock, as originally 
planned, will result in considerable economies to the seaway entities. 

The Cornwall International Bridge Co. has a lease with the rail- 
road company for the right to operate a highway toll system on the 
present combined highway-railroad bridge. 

As a consideration of the payment to the railroad company for 
the abandonment of the railroad river crossing, the seaway entities 
acquired all the rights and obligations under the lease to the Corn- 
wall International Bridge Co., as well as all the rights and privileges 
to collect tolls on a bridge between the United States and Canada. 
Consequently, the net revenues from any vehicular toll system 
would be allocated by the seaway entities for payment of their oper- 
ating expenses or as payment on their debt service. 

In addition, we may wish to lease concessions at certain look-out 
stations adjacent to our locks or elsewhere for public convenience. 
We may also find it essential to supply tug and other marine services 
to vessels which justify investment and to charge fees thereon. 

Consequently, it appears appropriate to amend our bill to provide 
for more general and broader language so as to authorize the Corpora- 
tion to perform such necessary services at equitable prices. 

Mr. McGrecor. Where would your revenues go? Into a special 
or general fund, or into the Treasury ? 

Mr. Castix. It would go into our general fund and we could use 
it to apply toward our bridge costs or use it to pay our bonds. 

Mr. McGrecor. Would it not be better to allow that revenue to 
apply on deferred interest or bonds rather than to come back into 
the general Treasury ? 

Mr. Castre. We would use it probably to pay off our debt. That 
is the first thing we want todo. In fact, 75 cents out of every dollar 
we collect will go back to the Treasury. 

Time is a pressing element and therefore we request that these 
amendments be approved at an early date so as to permit us to award 
the balance of our contracts and thus keep this joint project on 
schedule. 

Gentlemen, we invite your questions from now on on any points 
that have not yet been answered. I hope, if the Chairman will per- 
mit, that tomorrow, if the committee members would enjoy it, we 
have a film on the Seaway which only runs about 28 minutes. It is so 
highly educational I think it would be extremely beneficial to the 
members of this committee to see that film. We could produce it 
here for you in this room at your morning session tomorrow. It is 
a little difficult to comprehend the size and the magnitude of this 
project and I would very much like to offer that facility, if the Chair- 
man and the Members would like to have it shown. 

Mr. Biatntx. The Chair would like to inform the committee that 
Mr. Broomfield and I with Senator Wiley and Senator Green and 
others had an opportunity to review the film. It is a sound-color 
picture put out jointly by the Caterpillar Co. and the St. Lawrence 
Seaway Corporation, and their Canadian counterpart. TI think the 
power companies joined in too. The film is exceptionally well done. 

First it will show you the overall project as explained by that green 

line on the wall map. It will show the progress made in the excava- 
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tion, step by step, on a large model, which in effect gives you a bird’s 
eye view of the whole large, sprawling operation. Second, it will 
give you a close-up of some of the problems and show the tremendous 
machinery as it was bogged down, first in water and then through 
freezing. 

Mr. Scuerer. Do not tell us too much. 

Mr. Buarnix. It is an unusual picture and the Chair feels that it 
will help to clarify the subject and perform a service to the Members. 
For that reason I suggest that we make arrangements to have the 
picture shown at the opening of the hearing at 10 o’clock tomorrow 
morning for 28 minutes. 

For your further information, we have no request from any opposi- 
tion witnesses to be given time to testify. We have two proponent 
witnesses, who will take only a short time, Mr. Harry Brockel, the 
Port Director of Milwaukee, and our good friend, the well-known 
Dr. Danielian of the Great Lakes-St. Lawrence Association. 

Mr. McGrecor. Will you yield? 

I am wondering if those who oppose the Seaway or if the organiza- 
tions who oppose the Seaway have been appraised of the fact that we 
are holding hearings on it. I think they should be made aware of it 
so that those who might be in opposition are given an opportunity to 
appear. 

“ae Scuerer. Do you think the railroads would oppose this? This 
will increase the tolls. 

Mr. McGreeor. I do not know. 

Mr. Biarnrg. We have had the staff double-check on this and 
notify all of the witnesses who have testified in opposition to it in 
previous hearings. We have told the staff aie to check this. 

We also stated that those who did not wish to appear would be 
pereasties to file any statements that they wished to submit, but we 

ave received no such statements. 

Mr. Bartpwin. I would make a motion that the committee be shown 
the film tomorrow morning. 

Mr. Criark. Second the motion. 

Mr. Biarnix. The motion has been made and seconded that the 
committee be shown the film tomorrow morning. All those in favor 
will signify by saying aye; those opposed, no. 

It is so ordered. 

Mr. McGrecor. Before you call the next witness, I see a familiar 
face back in the audience and I am sure the entire committee agrees 
with me that we have extended to him at all times the courtesy of 
being seated with our committee. That is our former colleague and 
former chairman of this committee, George Dondero. 

Mr. Buatnirk. And also the coauthor of the original bill on this 
project. 

Mr. McGrecor. That is right. 

Mr. Fation. I was going to say something on the question about 
showing the film here tomorrow. I have been associated with the 
gentleman just being introduced for many years, and I must say, 
with all of the charm and persuasion that he possesses, which is more 
than I have encountered in a lifetime, it still could not convince me 
that this was a good project—and I do not think the film will be able 
to do it. 
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Mr. Donvrro. I thank the gentleman from Ohio, Mr. Chairman, for 
his generous remarks concerning myself. I am just a private citizen 
now and I feel that I should remain here with my colleagues from the 
St. Lawrence Seaway Corporation. If I can be of any help, that is 
the purpose of my presence in this room, where I have spent a third 
of my life. 

Mr. McGrecor. You will always be to us “Mr. Chairman.” 

Mr. Buatnix. Thank you, Mr, Chairman. 

Mr. Scurrer. Since the eventual tolls on the Seaway will depend on 
the total cost of the project, do you not envision that perhaps tolls 
might be too high and the competition with the railroads would be 
such that you might run into a question of a diminishing return from 
your tolls? 

Mr. Casrix. My approach to it, Congressman, is this: It is purely 
the volume of tonnage. There are some doubting Thomases involved 
in this whole picture, or prophets of doom. I do not agree with them 
at all. I think this will be one of the greatest projects our country 
has ever constructed. I think it will draw a great deal of tonnage 
and traffic. 

If we can get our tonnage up to 50 million tons, and I think we 
can in the not too far distant future, this will work out. 

Mr. Scuerer. In your discussions with the Canadian Corporation, 
have you considered the fact that this increased cost might run your 
tolls up too high, especially in the beginning, when your tonnage is 
not as large as you predict it to be? 

Mr. Caste. That is right. We do not have to pay off this debt 
to the Government one-fiftieth a year. We can defer that and develop 
our own cargo volume,’ which I think will start to generate itself 
very, very quickly, after 1960. 

Mrs, Burrcu. Will the gentleman yield ? 

Assuming that you are going to get this authorization and this extra 
appropriation, when will the completion of this project come about, 
and when will we start using it? 

Mr. Castries. Our target date, Mrs. Blitch, for 14-foot navigation, 
is July 1 of next year, that is, 1958; for 27-foot navigation it is in 
the spring of 1959. That is when we start collecting tolls. 

Mrs. Burren. 1959? 

Mr. Castir. Yes. 1959. 

Mrs. Burren. In the spring? 

Mr. Casriz. That is right. 

Mr. Fauion. Do you plan to dig the channel deeper anywhere than 
27 feet ? 

Mr. Caste. Yes, sir. 

Mr. Fation. Are you authorized to do it under the legislation that 
was passed here in 1954? 

Mr. Caste. I think that comes under engineering judgment, Con- 
gressman. It is quite customary practice to refer to the depth of 27 
feet. That means the load to which a ship can go. Sometimes they 
load to 25 feet to have a 2-foot clearance. However, when you are 
in rocky shoal bottoms you are in trouble if you have the accidents 
which frequently occur in large bodies of water where you have ship 
propellers hitting stones washed up by propeller action, so you have 
= go S a deeper depth than 27 feet or else you will make shipping 
nazardous. 
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Mr. Fatton. That is why I am asking the question. Are you au- 
thorized to do that under the present law ¢ 

Mr. Castiz. I assume we are. I could not answer that. 

Mr. Fatton. As I remember the testimony year in and year out, 
it was 27 feet and it did not say anywhere that in some places we 
would have to dig it deeper. 

Mr. Castix. It is customary , Congressman, to dig 27 feet in a 
channel where there is earth involved. Where there are rocky shoals 
involved it is customary in most places throughout our waterway 
system, as I understand it, to go to 29 feet, or even more. It that 
correct, General Holle ? 

General Hoitx. That is correct. The authorizing Act refers to it 
as a controlling depth of 27 feet, and, as Mr. Castle says—— 

Mr. Fatton. That means if necessary you can dig 2914 to 30 
feet ? 

General Hour. It is customary to have overdepths in channels, 
particularly in rocky channels. 

Mr. McGrecor. Then you have a more shallow depth than 27 feet ? 
Could it be less than 27 feet ? 

General Hote. Not and have a controlling depth of 27 feet. It 
must be 27 feet or more. 

Mr. McGrecor. May I ask you a pointed question? I have been 
told, and I do not say where, that there is an attempt to change the 
depth of the channel and the width of the ch: annel in order to keep 
down thecost. Is there anything to that rumor? 

General Hote. There is no attempt that I know of, Mr. McGregor, 
to change the depth to less than the controlling depth of 27 feet, nor 
to narrow the channel to less than was contemplated in the project. 

Mr. McGreeor. Then you take the law as really being mandatory. 
It will be at least 27 feet deep so we will have a 27-foot draw? Ido 
not recall what the width is supposed to be, but you are taking the 
position that that is the minimum ? 

General Hottie. Oh, yes, sir. Without a doubt. 

Mr. McGrecor. Fine. I hope you keep that up and if you find out 
somebody is trying to change it, you let the Chairman know, because 
I think it is one of the d: angers we might be getting into. I had not 
been for the project before we voted for the authorization of it, 
but I want to see that it is operated to maximum capacity, if possible. 
I note however that some of the things that the opposition said a 
year ago is certainly coming true. 

Mr. Fatxon. I have another question. I notice you say it costs $8 
million more due to the increased depth of 2914 feet in the swift 
channel in the Thousand Islands. Was that not considered in the first 
estimate of cost that it would be necessary to have a 2914 feet at that 
point ? 

General Horre. To answer your question comprehensively, Mr. 
Fallon—and I hope I do not get. into too long a discussion—but this 
is a very vast project. The estimates and designs developed by the 
Corps of Engineers were of necessity on a general scale. In the 
Thousand Island section it would have been necessary to make much 
more extensive surveys than were made, to arrive at an accurate figure 
for that particular section and the amount of dedging required there. 

The original concept was 27 feet controlling depth “with some over- 
dredging. As the designs developed, with the funds that the act pro- 
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vided, and the Seaway Corporation provided in preparation for ac- 
tual construction, and gages were installed, we learned a lot more 
about the St. Lawrence River that we had previously. 

So in the development of construction designs and plans, wisdom 
dictated that the depth should be 2914 feet over the entire length below 
the minimum flow line in order that the project law be complied with. 

Mr. Fation. I understand that was not taken into consideration in 
the estimate we had. 

General Horie. That much dredging was not taken into considera- 
tion in the estimates that were presented in 1953. 

Mrs. Burrcw. Mr. Chairman. 

Mr. Buarnig. Mrs, Blitch. 

Mrs. Burren. Mr. Castle, in the event you should run into a snag on 
getting this additional appropriation either by this committee or by 
the Appropriations Committee, or the Congress, what would be the 
status of the project? What would happen to it? 

Mr. Caste. There would not be any project. 

Mrs. Buircu. You mean it would stop dead cold? 

Mr. Castix. If we do not have the funds to complete it we would 
not have the seaway facilities. The Canadians would have theirs 
done, and when the power entities flood back their pool it takes away 
the present 14-foot navigation system which is carrying the grains and 
coals and bulk products and ores of Canada and the United States 
throughout that area. 

Mrs. Burrow. You know, we may need that moving picture you are 
talking about to show us how sprawling it is. 

Mr. Caste. You will see it tomorrow. 

Mrs. Buircn. Thank you, sir. 

Mr. Scupprr. Mr. Chairman, one more question. 

Mr. Buarnik. Mr, Scudder. 

Mr. Scupper. On page 7 of your statement, Mr. Castle, you referred 
to the idea that “If the Congress should consider that this interest 
should not be deferred” it would mean you would have to raise the cost 
of your project by $10 million. What is your projection in the aggre- 
gate cost as to the $10 million and your ability to pay that interest? 
Is that something included in this bill, to defer the interest payments? 

Mr. Castie. That is right. 

Mr. Scupper. For how long? 

Mr. Casrir. Until we begin receiving revenue. We will start pay- 
ing interest as soon as we start receiving revenue in excess of our oper- 
ating cost. We will start reducing our interest and then apply sur- 
pluses, as traffic increases, against our principal. 

Mr. Scupprer. It was my understanding when the original bill was 
before us that the cost of this project included interest during the 
period of time it was under construction. This $10 million will be 
added to that amount and makes the original cost around $113 million. 

Mr. Castie. The original $105 million included $88 million for con- 
struction costs and the balance for interest, contingencies, et cetera, but 
the Treasury Department cooperated with us to the extent of deferring 
this, as some other Government projects are, until revenue is being 
received. So, instead of asking for $10 million more to take up our 
accrued interest to date and interest between now and 1959, when we 
start receiving revenue, we prefer to have it deferred until the com- 
pletion date of our project, or until we start receiving revenue. 
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Mr. Scupper. Would that not add to the cost of the project; at the 
present time you must be paying interest out of appropriated moneys? 
Mr. Caste. No. Weare not paying interest now. It is accruing. 

Mr. Fatiton. Will the gentleman yield? 

Mr. Scupper. Yes. 

Mr. Fauton. I want to clarify one point. Mr. Castle, when I read to 
you from the report of the Appropriations Committee, it was stated by 
a member of the Corporation that the cost last year was estimated at 
$87 million. That $87 million included the $21 million to build the 
lock that Canada is building. So if you take that $24 million off of 
the $87 million, it leaves you $66 million. 

Therefore, now you are asking for $133 million, which is $67 
million more than that figure, which is a 100 percent increase, not 
counting the deferment of interest. Is that not correct? 

Mr. Castie. That is right. I think you have this justification for 
the increase. 

Mr. Fatton. What I am trying to put in the record is that the addi- 
tional cost. represents an over 100 percent increase. 

Mr. Castix. That is right. We bring that out here, Mr. Fallon; but 
the fact remains that the proponents and opponents of this program 
would have been satisfied had we completed it for $105 million, would 
they not? Therefore, we are asking for $35 million more than the 

resent limitation which is placed upon our borrowing. Consequently 
it is a 83 percent increase over the present limitation. But admittedly 
it has gone from $66 million, after we took out Point Rockway, to 
$133 million which is a 99.3 percent increase. 

Mr. Jones. Mr. Chairman. 

Mr. Buiatnix. Mr. Jones. 

Mr. Jones. I regret I had to leave the committee. I do not want to 
take up too much time of the committee and I hope I will not ask 
questions that have already been put in the record, but I certainly 
hope I will be given the opportunity to ask these. I have 2 or 3 
questions I would like to ask Mr. Castle. 

Mr. Castiz. Yes, sir. 

Mr. Jones. Mr. Castle, the issuance of bonds by the Corporation 
to the Treasury of the United States—is that a public-debt trans- 
action ? 

Mr. Castiz. No. 

Mr. Jonzs. It is not a public-debt transaction? As I understand 
the public law which established the Corporation, which was passed 
and approved on May 13, 1954, it provides that the Secretary of the 
Treasury is authorized and directed to purchase the bonds. In your 
opinion, Mr. Castle, does the Secretary of the Treasury have any dis- 
cretion as to whether or not he will purchase the bonds issued by the 
corporation ? 

Mr. Castix. Discretion as to what? 

Mr, Jonxs. As to whether he will purchase the bonds of the Corpora- 
tion. 

Mr. Castix. Well, the understanding, I think, in the language of 
the bill is that he does purchase them and when we need more funds we 
go to him with a bond. 

Mr. Jones. I did not ask you that question. I asked you whether or 
not in your opinion he had the discretion as to whether or not he would 
or would not purchase the bonds if this amendment were passed in- 
creasing the amount of bonds authorized. 
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Mr. Casttx. I do not think he has any discretion at all. 

Mr. Jones. So, in your opinion the Secretary is directed by the 
terms of this bill ? 

Mr. Castiz. That is right. 

Mr. Jones. And this amendment would not alter the authority con- 
ferred upon the Secretary of the Treasury, which, in your opinion, is 
mandatory, to buy the bonds. That is, he must purchase the bonds? 

Mr. Castiz. That is right. 

Mr. Jones. In the amount authorized by the amendment that we 
have under consideration, to the public law now on the statute books. 

Mr. Casttz. That is correct, sir. 

Mr. Jones. What would be the rate of interest that the Secretary 
would obtain from the bonds issued by the Corporation ? 

Mr. Castie. The law provides that they will notify us monthly— 
and we have worked it out with them—they will notify us each month 
what the rate will be on any borrowings we place in their hands dur- 
ing that period. That rate is based on the cost of long-term Gov- 
ernment financing during that month. It is based on the Govern- 
ment security market. 

Mr. Jones. In other words, it will be a variable rate? 

Mr. Castix. That is right. 

Mr. Jones. Depending on the time when it is purchased. Would 
the rate of interest obtained by the Corporation be determined at the 
commencement of a fiscal period and continue during the life of a 
bond issue? In other words, let me ask you this question: Suppose 
the going rate of the Treasury at the time of issue were 4 percent. 
Two years later the rate of interest is 3 percent. Would the Corpo- 
ration be entitled to take credit for that? 

Mr. Castix. No. 

Mr. Jones. Do you not think that that should be done, since this is 
a Government function with Federal responsibility and the Corpora- 
tion should not have imposed on it greater liability than that which 
we have imposed on the Treasury ? 

Mr. Caste. I think out of fairness to the Government and the 
Treasury we should take our risk with any other owner of Govern- 
ment securities. 

Mr. Jones. I am glad you mentioned the word “risk.” If there is 
a default on the part of the Corporation, what happens to the bonds? 

Mr. Castie. I used “risk” in the banking sense. I did not imply 
there was any risk involved here, because back of these securities 
which we give to the Treasury Department are revenues from cargo 
tolls. There cannot be any hazard there. 

Mr. Jones. There cannot be any risk at all because the Treasury of 
the United States is the only purchaser of the bond and the only one 
creating the debt of the Federal Government. 

Mr. Castix. That is right, sir. 

Mr. Jones. So there is no risk involved. If there is a default made 
by ai Corporation then the Treasury of the United States rays it to 
itself. 

Mr. Casttz. That is right. 

Mr. Jones. So the only thing different about the entire transaction 
is that it is not a public-debt transaction. Other than that it would 
be like making an annual appropriation. 

Mr. Castiz. That is right. 
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Mr. Jones. Would it be the intention of the Corporation to issue 
bonds in the total amount of the authorization if this bill were 
passed, or issue bonds in keeping with the construction payments ? 

Mr. Castie. We only borrow as we need our moneys. Going back 
to the matter of interest, Mr. Jones, we will not be borrowing very 
much after 1959. We will have all of our contracts cleared a paid 
for and our interest rates will be set at that time. 

Mr. Jones. Will you have revenues going into the Corporation 
by the year 1959? 

Mr. Came We will start collecting tolls in 1959. 

Mv. Jones. Does the Corporation have general authority to use 
revenues for the purpose of making repairs, for operation and 
maintenance and for construction ¢ 

Mr. Caste. Yes. 

Mr. Jones. Do you have that general authority ? 

Mr. Castix. We are authorized to operate and maintain. 

Mr. Jones. Right. You will not have to come back to the Congress 
annually to obtain approval of the Congress of the United States to 
invest in operation and maintenance, nor construction, if it is deemed 
advisable by the Corporation itself. Is that right? 

Mr. Castiz. That is right. Except within our $140 million limi- 
tation. 

Mr. McGrecor. That is right. The Congress still has control over 
the St. Lawrence Seaway because we have limited the amount of 
bonds. 

Mr. Castie. That is right. 

Mr. McGrecor. And we have limited your operation and expansion, 
and so forth. The only way you can expand is to come back to the 
Congress of the United States and get permission to do so. 

Mr. Castiz. That is right. 

Mr, Jones. I think it is a very good point and I am glad the gentle- 
man brought it out. 

Mr. Scuerer. Shades of TVA are coming up. 

Mr. Jones. I think we have a parallel situation here. 

Mr. Scuerer. I was following that. 

Mr. Jones. Mr. Castle, the bill itself charges the Corporation with 
certain responsibilities, does it not? 

Mr. Castiz. Yes. 

Mr. Jones. What are those primary responsibilities, Mr. Castle? 

Mr. Castir. Well, let me see if I can read them to you. 

Mr. Jonxgs. Could you just give us a summary ? 

Mr. Caste. Our major responsibilities are the construction, opera- 
tion, and maintenance of our facilities; providing those facilities for 
seaway traffic and water navigation. 

Mr. McGrecor. Your responsibilities are defined in the original 
act. 

Mr. Castix. That is right. 

Mr. Jones. That is right. So, in order to carry out those responsi- 
bilities you now seek the necessary money to accomplish the objectives 
set out in the act, which responsibilities were imposed on you as a 
matter of law? 

Mr. Castiz. That is right. 

Mr. Jones. Let me ask you one additional question and I will finish, 
because I do not want to take up too much time. Section 6 of the act 
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has a provision regarding section 101 of the Government Corporation 
Control Act of 1945, as amended. Would that apply the Government 
Corporation Control Act to the St. Lawrence Seaway Corporation ? 

Mr. Castie. Can I defer to Mr. Harrill to respond to that question ? 

Mr. Jones. Yes, sir. 

Mr. Harri. The Government Corporation Control Act applies 
fully to the Seaway Corporation. 

Mr. Jones. Thank you. You are also to provide for the payment 
in lieu of taxes. How are those in lieu of. taxes payments made? 
To the municipalities or the State? 

Mr. Castix. It is largely the county and city up at Massena, N. Y. 

Mr. Jonrs. That is the only point at which you have in lieu of taxes 
payments? 

Mr. Caste. I think that is where the major part is. Yes, sir. 

Mr. Jones. How much work has been accomplished, or how many 
contracts have been consummated of the total amount of work ex- 
pected to be done by the St. Lawrence Seaway Development Corpora- 
tion ? 

a . Caste. Mr. Oettershagen says there are 35 contracts that have 
en let. 

Mr. OrrrersHacen. There are 2 or 3 major contracts yet to be 
awarded, principally on dredging. Engineering is about 90 percent 
complete. 

Mr. Jones. The witnesses have tried to bring to the committee a 
fine evaluation of their progress on behalf of the St. Lawrence Seaway 
Corporation. Those of us who have sat here for a number of years 
and heard the St. Lawrence Seaway hearings might take a great deal 
of satisfaction at what has been accomplished thus far. I hope this 
monumental task will improve that great section in the United States 
and that this work will continue. I hope we shall do nothing that 
will impair the future progress of the project. 

Mr. McGrecor. I would like to ask one question. I noticed the 
gentlemen to your right, Mr. Oettershagen, said that your engineering 
surveys are approximately 90 percent completed. Who is doing 
that? A commercial concern, or the Army Engineers. 

Mr. OerrersHacen. The Corps of Engineers, Buffalo District. 

Mr. McGrecor. They have not sent it out to a commercial concern ? 

Mr. OrrrersHaGEeN. Some portions are let out to private engi- 
neering concerns. 

Mr. McGrecor. That is what I wanted to get at. You say some 
portions are sublet to commercial engineers ? 

Mr. OrrrersHAGEN. Yes, sir. 

Mr. McGrecor. I wonder if you could give us a list of what. those 
portions are and how much money you are paying, and what per- 
centage ? 

Mr. Casttz. I have a list of all the contractors and contracts. 

Mr. McGrecor. I am afraid it is too voluminous to do that. I was 
doing a little checking on the engineering, because we are trying to 
make a comparison with our engineering costs on the highway pro- 
gram. 
~ Mr. Caste. I think you might be interested in this list of contrac- 
tors and the work they are performing, Mr. McGregor. It will not 
take too long. 
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Mr. McGrecor. I do not want to take up the time of the committee. 
If I may go over the books I will be most happy to. 

Mr. Castix. Here it is right here. 

General Hoxie. If I may address my remarks in response to Mr. 
McGregor’s question, I believe Colonel Olmstead, the district engi- 
neer, can respond to your question by telling you the few architect- 
engineer contracts we have for design. I believe that is what you 
were referring to, and not to construction contracts. 

Mr. McGrecor. No. I was just trying to get a comparison of engi- 
neering costs. Some of us are a little bit worried over the trend to 
such a tremendous increase in cost of engineering. 

General Hotix. Perhaps Colonel Olmstead cannot enumerate every 
one but there are so few | think he can cover most of them. 

Mr. McGrecor. The Army Engineers have some idea of what your 
engineering costs are, do you not? How much do you consider they 
are, Colonel ¢ 

Colonel Otmsreap. Our prediction today is that our total cost, in- 
cluding the cost of work we have authorized the accomplishment of 
architect-engineer firms—and that is limited to design of bridges 
where we retained architect engineering firms to design bridges in- 
volved in this project. Other than that we are doing all of the engi- 
neering work; the surveys, including model testing programs, core 
boring operations and work of that nature which is beyond the normal 
type service accomplished by architect engineering type of contract, 
and including administration and inspection of all work being accom- 
plished in the area. We predict we will finish the job at a percentage 
fee—and I believe that is what you are looking for ? 

Mr. McGrecor. Yes. 

Colonel Otmsreap. 8.1 percent, based on just the contract costs— 
contract payment costs. 

Mr. McGrecor. Thank you very much. 

Mr. Buarntk. Mr. Castle, in view of the rather substantial increase 
in the estimated cost of the navigation part of the project, we have 
been getting expressions of concern from users and potential users as 
to the possible effect on tolls. 

If the increase in the cost of the navigation facilities will range any- 
where from 50 percent to possibly 100 percent, as Mr. Fallon brought 
out, will that indicate that the estimated tolls might increase by 50 
percent to 100 percent also? 

Mr. Castitz. No. That seems like a strange answer, but we believe 
we can devise a means which seems practical and financially feasible, 
by deferment of principal for a period of time until we build up a 
volume of tonnage, so that we will come up with a rate which will 
satisfy the users. As I said before to Mr. Scherer this project will be 
of economic value. There has been quite a bit of, I would say, alarm, 
and undue alarm, spread in the past several months by some members 
of the users committees, which I do not concur in at all. 

I disagree with them thoroughly as to the anticipation of tonnage 
and as to the value of this waterway system to our economy, and as to 
our capacity to develop a toll rate which will meet with their satisfac- 
tion. 
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Mr. Scuerer. Are they not justified to some extent in expressing this 
alarm in view of the fact, as you have just pointed out, that we have a 
100 percent increase in cost over the estimate ? 

r. Castiz. Absolutely. That is right. 

Mr. Scuerer. And is theer not some basis for my concern that we 
might run into a situation of diminishing returns through competi- 
tion with the railroads if we have high tolls? 

Mr. Castur. The studies we have and the information we have re- 
ceived as to unexpected increases in cargo volume is most encouraging. 
They are from sources which we prefer not to disclose because they are 
confidential plans now on the drawing boards of these companies, 
shipping lines and others. 

Mr. Scuerer. In other words, these are estimates of increased vol- 
ume over and above what was estimated before? 

Mr. Casttx. That is right. 

Mr. Scurrer. Which you believe will take care of increased costs? 

Mr. Casttz. That is right. Since we have started this work there 
have been two large ee of iron ore discovered in Quebec, which 
are potential users of the seaway, in addition to the one already con- 
structed at Seven Islands on Burnt Creek. 

Mrs. Burrer. Is that not always true in waterway developments 
that tonnage does come in ? 

Mr. Castix. I think it proves the imagination and confidence of 
those who sponsored this bill in the early days, who believed it will be 
a a boon to our country in the generation of great amounts of 
trafic. 

Mrs. Burrcn. The benefit-cost ratios we use on so many projects 
should not only take into consideration what there is, but ‘ook forvard 
to the future to see what will happen when the project is finished. 

Mr. Castie. That is right. 

Mr. Scuerer. I would certainly not want my questions here today 
to indicate I am critical of the management. Like Mr. Jones, I sup- 
ported this seaway project ; but we have to admit to those who opposed 
it that the costs have increased as they indicated they would. 

Mr. Scupper. One of my main objections to this project, Mr. Castle, 
was that power and the seaway tied together. I was impressed when 
we were able to separate them. I am wondering if the power authori- 
ties have run into an increased cost over and above what they had 
contemplated ? 

Mr. Castie. Not to the same extent, Mr. Scudder. Here is what 
happened. Fortunately they had about a 2-year start on us. They 
had their designs made and their steel contracted for. They had 
everything all lined up to go, practically 2 years ahead of us, and that 
2 years at that particular time was a great advantage. They did 
not run into inflated costs as much as we did, They did not have very 
many changes in their designs and they had their steel available, and 
their cement, and they were all contracted for at better prices. So 
they worked at a very substantial advantage. 

Mr. Scupper. They did not have to raise their estimates ? 

Mr. Castix. No. 

Mr. Jones. Since Mr. Scudder raised the point as to the activities 
of the St. Lawrence Seaway Development Corporation, I was one 
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member of the committee who insisted all the way through that they 
be combined and they carry out the hydrodevelopment on the St. 
Lawrence Seaway, because I had in mind that we would have such 
enormous profits that we could build a canal from Duluth to the 
Russian River out in California on the profits that the Federal Gov- 
ernment would make from the generation and distribution and sale of 
the hydroelectric potential. 

This leads me to this question, Mr. Castle. Would you, as the 
resident of the Corporation, object if the Congress included the 
Viagara development as an authorized activity to enable you to sell 

the electricity to be generated at the Niagara site? 

Mr. Castie. Well, I think that is really down the alley of the New 
York Power Authority. 

Mr. Jones. I did not ask you that. I said in your opinion. I am 
asking you your opinion. We have had all kinds of answers from the 
New York Power Authority, the impressions of which change con- 
siderably from year to year. 

I am asking you what would be your opinion if the Congress in- 
cluded as an additional activity of the St. Lawrence Seaway Develop- 
ment Corporation the construction of a hydroelectric plans at the 
Niagara site for the sale and distribution of that power? 

Mr. Casrie. I would be a good soldier on anything my Govern- 
ment tells me to do, Mr. Jones, but I have enough troubles with navi- 
gation without adding on power too. I think I would prefer to de- 
cline any interest in the field of power and stick to navigation. 

Mr. Jones. I take it by your answer you have no opinion. 

Mr. Caste. That may be the answer. 

Mr. Jones. That is all. 

Mr. McGrecor. As for me I simply want to congratulate Mr. Castle 
for doing an excellent job in what I consider is a rather difficult posi- 
tion. You have had handed to you a lot of hot questions and a lot 
of hot subjects. I think you have done an excellent job and I am 
sure you have been fair with the committee. 

Mr. Castie. Thank you, sir. I will try to answer all of the ques- 
tions raised by this group. 

Mr. Buatntx. Mr. Castle, thank you and the members of your staff, 
and General Holle and the members of your staff, for your presenta- 
tion and your assistances this morning. 

Mr. McGreeor. General Holle will be back tomorrow so we might 
talk to him about his estimates, I understand. 

Mr. Buarntx. We will continue the hearings tomorrow morning 
at 10 a. m. and we will open the hearing with your film. The meeting 
is recessed. 

(Whereupon, at 12:05 p. m., the committee recessed until 10 a. m. 
the following day, Wednesday, April 10, 1957.) 

(The complete report follows.) 
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JUSTIFICATION FOR INCREASE IN BoRROWING AUTHORITY OF THE ST. LAWRENCE 
SEAWAY DEVELOPMENT CORPORATION 


Corps of Engineers estimates presented to the House Committee on Public 
Works in June 1953 forecast that the United States Government’s share of the 
seaway construction cost for navigation facilities would be $88,074,000 in terms 
of December 1952 cost levels. The limitation on the Corporation’s borrowing 
authority was made up of the following items: 


Ce nee oa nee ernen nn Lona ee tel $88, 074, 000 
TRAC OUORE CT, OTE iid career wore in mceeennenaen 7, 927, 000 
Corporation working capital (which the committee reports 
indicated carried some cushion for rising costs) .__._.---- 8, 999, 000 
IN, welsh tocanrsneia dh tasrlashehinaerddte sanicerted ac coniice sikdamenimedncnareaiiiead aaa 105, 000, 000 


The St. Lawrence Seaway Development Corporation is requesting an increase 
in its borrowing authority of $35,000,000 which will raise the limitation to 
$140,000,000. The necessity for this increase is explained in detail in the attached 
exhibit and summarized in terms of dollars as follows: 


(a) Change in construction cost estimate, exclusive of inter- 
est charges and the provision for working capital: 
Estimates as presented to the Committee on Public 


WGI Wik geet EIU 00 si ineeeerinen enteataebienmend a bom $88, 074, 000 

Less: Point Rockway cost on which construction has 
TRED RO  iae socectnen sm saree conenatons Paine nadie 21, 259, 000 
66, 815, 000 


Additions to costs: 
Price escalation to July 1, 1957__ $19, 255, 000 
Basic planning and _ design 





i nccnienaithhnaieaa eee 10, 234, 000 
Construction items added_______ 36, 696, 000 
~- 66, 185, 000 
New construction cost estimate_._.__._______ 133, 000, 000 
(bv) Working capital requirements : 
Requirements as shown in the com- 
TRON | RUN ee ios rceet rennet ane $8, 999, 000 
Le: DC oo ee ote ee ee 1, 999, 000 
Revised working capital requirements__._______ 7, 000, 000 


Total borrowing authority required, exclusive of 
interest during construction____._._____________ 140, 000, 000 


The difference of $35 million between the present borrowing authority of 
$105 million and the proposed borrowing authority of $140 million is made up 
of the following items: 


(a) Net additions to the construction cost of 
the seaway: 





Changed and added items_____-___- $66, 185, 000 
DIE SO ne rh eee —21, 259, 000 
——————— $44, 926, 000 
(b) Less: 
Deferral of interest charges during 
CIE aap accent cece ee tents 7, 927, 000 
Decrease in working capital require- 
a Sen aren necteaetonacoaes nae 1, 999, 999 
—_—- 9, 926, 000 
Net increase in borrowing authority__..__._-__ 35, 000, 000 


There are three items of specific interest affecting the justifications, which are 
explained in the following paragraphs. 

The first item relates to the handling of interest during construction. When 
the seaway bill was discussed in June 1953, it was contemplated that the Cor- 
poration’s bonds would be sold to the public and that interest naturally would be 








32 SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


paid currently. The seaway bill was changed to have all financing of the sea- 
way costs done through the Treasury Department and the bill was amended so 
that the obligations of the Corporation would be considered “revenue bonds,” and 
that all interest would be deferred during the construction period and not paid 
currently. 

The manner in which the Corporation and the Treasury Department should 
treat the interest aceruing during the construction period is not specified in the 
statutes. 

In examining the legislative history of Public Law 358, 83d Congress, there 
are many statements on this subject which show different intents as to the 
treatment of interest. For example, a statement was made by Mr. Dondero, 
one of the coauthors of the bill, which is included in the Congressional Record 
of May 6, 1954, page 5806, relating to the Treasury Department's position and 
report on a proposed amendment to the seaway bill. 

“Mr. Donpero. Not at this juncture; I will yield to the gentleman in just a 
moment. 

“The third reason why we should not adopt this amendment is: 

“<“It may not be possible to market the nonguaranteed revenue bonds of the 
Corporation authorized by section 5 (b) of H. R. 8177 in view of the requirements 
that such bonds shall be revenue bonds and shall be payable from corporate 
revenues. Construction will proceed for a number of years before the project 
produces revenue which could be used to pay the interest on the revenue bonds 
during that period. 

“‘*Private investors do not ordinarily purchase securities if there is any 
question as to the ability of the issuer to pay current interest rates on its 
obligations.’ 

“And the Treasury informs me that in all of the Government financing of such 
projects where a project is under construction they find a way to defer the 
interest rate until the revenues are available to discharge it. That could not be 
done if the bonds were held by private investors.” [Italics supplied.] 

Senator Wiley, chairman of the Senate Committee on Foreign Relations, and 
the person who introduced the bill, stated as shown on page 406 of the Con- 
gressional Record that: 

“Under the bill as reported by the committee, the Corporation would borrow 
money from the Treasury Department as needed, not exceeding $105 million. 
The Treasury could procure the money through a public debt transaction. The 
total, overall cost is estimated at $88 million. However, we ask for authority 
to borrow $105 million, in order that during the 6-year period of construction 
the interest on the bonds would be taken care of.” 

The Treasury Department which recommended that change to the financing 
plans of the Seaway Corporation interpreted Public Law 358, as did the Cor- 
poration, to mean that the interest would not have to be paid during the con- 
struction period, and could be paid from revenues after the seaway started 
operations. 

In the fiscal year 1955 audit report to the Congress of the United States on the 
Seaway Corporation, the Comptroller General took exception to the deferral 
of interest during the construction period and stated that such accrued interest 
constituted borrowings and should be charged against the Corporation’s borrow- 
ing authority. t 

The proposed amendment to section 5 of Public Law 358 has specific language 
to make clear that the interest accruing during construction can be deferred, 
and that such interest should not be paid currently from the borrowings of the 
Corporation or should it reduce the Corporation’s borrowing authority. 

If the interest is not deferred and paid from revenues after the Corporation 
starts operations, the borrowing authority of the Corporation will have to be 
increased by an additional amount of $10 million in order to pay or settle the in- 
terest currently. 

The second item relates to a decision of the Comptroller General which has a 
bearing on the cost of the seaway, both as to construction and operation and 
maintenance. 

In ruling on a specific case relating to the installation, maintenance and op- 
eration of aids to navigation, the Comptroller General rendered a decision, 
B-215817 dated November 2, 1955, in which he stated: 

“These provisions reasonably establish an intent by the Congress that re- 
sponsibility for the administration and cost of the United States portion of the 
seaway should be solely that of the Corporation and that all costs related to 
the construction, operation, and maintenance of the Seaway should be recovered 
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from the tolls collected. Consequently, it appears that the cost of construction 
and maintenance of the aids to navigation which are required for the safe and 
efficient use of the locks, canals, and channels may be considered as a part of the 
cost of the seaway. It is our opinion, therefore, that the construction and 
maintenance of such aids is a responsibility of your Corporation and that the 
costs thereof properly should be included in the toll rate base.” 

The estimated cost for the installation of the aids to navigation and related 
facilities, including engineering and design, and supervision and inspection costs, 
amounts to $3,228,000. 

There are many small items of cost which the Seaway Corporation has as a 
self-liquidating and self-sustaining project, and must, under its own law and 
the Government Corporation Control Act, pay from its own funds and include 
in the toll base. Examples of such items are the rental of office space or the 
furnishing by construction of such office space, the audit by the General Account- 
ing Office, a contribution to the Civil Service Retirement Fund, payments in lieu 
of taxes, and the administrative expenses of the construction program. 

The dredging program of the St. Lawrence seaway and power entities at the 
Cornwall Island worksite has presented some problem with respect to the 
division between the power and navigation entities for the responsibility for and 
cost of the work in this area. 

At the time the law creating the Corporation was being considered in Congress, 
it was the thought that the dredging, both north and south of Cornwall Island, 
would all be done by the power entities, since this dredging would return a sub- 
stantial economic benefit to them. (This work was classified as “common to 
navigation and power” in the reports submitted to the Governments of the United 
States and of Canada prior to the passage of our Seaway Act, whereas that act 
states that the Seaway Corporation is empowered to perform that work which is 
“solely for navigation.” Quite clearly this South Cornwall Channel dredging, 
which provides the 27-foot navigation channel for the seaway, is also a part of 
the power development program.) 

The power entities’ views are that they are required to perform only such 
excavations downstream from the powerhouses as are needed for the purpose of 
reducing the tail-water level at the powerhouses. Although the applications for 
licenses included a plan which showed channel enlargements similar to features: 
33 and 34 described in the 1942 final report on the St. Lawrence River project 
by the Corps of Engineers, the power entities hold that they are governed by the 
Order of the International Joint Commission, which states in part: “Downstream. 
from the powerhouse channel enlargement will be carried out for the purpose 
of reducing the tail-water level at the powerhouses. Final locations and cross- 
sections of these channel enlargements will be determined from further studies.” 
The power entities contend that the cheapest method of reducing the tail-water 
level at the powerhouses from the standpoint of power certainly would not pro- 
vide the extraordinary navigation facilities included in the present plan for the 
south channel. 

Furthermore, the Power Authority of the State of New York states that the 
total amount of dredging required for the seaway would not be fully beneficial 
to the power entities, in that the dredging for the lowering of the tailrace for 
power purposes could follow different courses than the course specified for navi- 
gation, and that the velocity of the river would not have to be reduced by ex- 
cavation and channel widening to the same extent that would be necessary for 
navigation purposes. In other words, the power entities, while conceding that a 
certain amount of dredging would be beneficial to both the power project and the 
seaway, claim that the additional dredging required for navigation purposes 
would be of no benefit to the power entities, and that the additional dredging 
would be solely for navigation. 

The cost of this additional dredging, plus other added items under the Corn- 
wall Island worksite, is estimated to cost $11,970,000 which was not considered as 
a navigation cost item in the 1952 estimates. 

The attached exhibit explains in detail the reasons for some of the cost changes 
and the necessary increase in the borrowing authority of the Seaway Corporation. 


JUSTIFICATION OF INCREASED COST 


The 1952 cost estimate 


The estimate presented and considered at the legislative committee hearings 
in 1953 reflected costs contemplated as of December 1952. That estimate was 
based on the report dated January 38, 1941, by the Canadian Temporary Great 
Lakes-St. Lawrence Basin Committee and the United States St. Lawrence Advi- 
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sory Committee on the “controlled single-stage project, 238-242” for the Interna- 
tional Rapids Section; on the report of the Corps of Engineers, United States 
Army, for the development of the International Rapids Section dated April 1942 ; 
and on available hydrographic survey data concerning the Thousand Islands 
Section of the St. Lawrence River. 

These reports divided the construction into three categories, viz: works solely 
for navigation; works primarily for power; and works common to navigation 
and power. Subsequent to these reports, other cost estimates were prepared 
periodically through escalation or repricing, always on the basis of a combined 
power and navigation project in the International Rapids Section. In 1952, the 
navigation only features were separated out for the purpose of testifying on the 
seaway enabling legislation, which was predicated on concurrent construction 
of separate power development in the International Rapids Section pursuant to 
the decision of the Governments of the United States and Canada and the ap- 
proving action by the International Joint Commission and the Federal Power 
Commission. The total cost for United States seaway construction was obtained 
by escalating the cost estimate of navigation only items in the 1950 estimate. 

The navigation only project estimate included the following items from the 
previously contemplated navigation-power project in the International Rapids 
Section : 


Item Feature 
Point Rockway Canal and approach channels___-._-__--__----.-__--___ 7 
Point Rockway lock and attached dikes_______________--_---_--________ Ss 
Long Sault Canal, including dikes 3, 5, and 6, and the downstream ap- 
proach channel: (dike 1 omitted) sic. 5i2 2-222. en ue. 16 
Long Sault Guard Gate (dike 2 omitted) ...______--__-_--_-_---_._____ 17 
Robinson Bay (EHisenhower) lock and attached dikes___________________ 18 
Robinson Bay (Eisenhower) drainage ditch (included with feature 16) __ 19 
Grasse River lock and attached dikes_____________-__-___-__-....._____ 20 
Relocation of NYCRR and Roosevelt Highway___-_---_-_____-_________ 35 


An item for “administrative facilities” was added, and a portion of the total 
cost of “lands” was included. 

The total estimated construction cost of the United States navigation phase 
as given in the hearings for the International Rapids and Thousand Islands 
Sections combined was $88,074,000, including “lands.” Since the enabling legis- 
lation contemplated construction of the works by a Government corporation 
with borrowing authority, the following additional costs were added: 


Intevest ‘during cthnstructiem@iies oo. 3. ols elk $7, 927, 000 
Corporation working funds, which included some allowance 
Dow iain sie De oe a ss bole al 8, 999, 000 


making a total project cost of $105,000,000. 


The 1956 cost estimate 


The total estimated construction cost as of September 1, 1956, omitting Point 
Rockway Canal and lock, is $133,000,000. The following tabulation shows the 
comparison between this estimate and that of December 1952. 


Estimated construction cost 


{In thousands of dollars] 
Item December | September | Net 
| 1952 | 1956 increase 
Lands. . ; 475.0 | 4,004.0 | 3, 529.0 
Construction: 
Thousand Islands Section. — 1, 776.0 10, 602. 0 8, 836.0 
International Rapids Section. | 185,629.0 | 282, 607.0 | 3—3, 022.0 
Cornwall Island Section (located within International names 
Section) _ - - - 22, 239.0 22, 239.0 
General purpose facilities _ _- : 204. 0 10, 548. 0 10, 344.0 
Corporation: 
Field supervision and inspection. -_._..-._- ; 500.0 | 500. 0 
Administrative expenses _- al L = : 1, 600.0 
Mobilization O & M during construction. ' 900. 0 
Total. ; sf aa uuu...) $8,074.0 | 133,000.01  44,928.0 


| ‘ ‘ 














i a Enelindap Point Rockway Canal and lock estimated to cost : $21; 259,000 in December 1952. 
2 Exclusive of Point Rockway Canal and lock. 
3 Net decrease (see 1 and 2). 
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The $133 million construction cost estimate represents current prices based 
on contracts in force covering about two-thirds of the estimated construction 
cost. The design and scope of the present project differs from that provided for 
under the 1952 estimate primarily in the following respects: 

(a) The Point Rockway Canal and lock have been deleted, since Canada 
is building Iroquois Canal and lock on the opposite side of the river. 

(b) Side slopes of the Long Sault Canal have been flattened to conform to the 
character of the materials to be removed, as determined from detailed borings 
nnd soils studies. 

(c) The Eisenhower and Grasse River locks guide walls have been increased 
in length from 1,200 feet to 1,650 feet, for better accommodation of ships await- 
ing lockage. 

(d@) The New York Central Railroad into Canada is to be abandoned and the 
existing (old) Roosevelt Highway bridge over the South Cornwall Island chan- 
nel will be replaced by a high-level suspension bridge. This change is a com- 
plete modification of the relocation plan contemplated in the 1952 estimate and 
will produce net savings. 

If the original plan for relocation had been followed and the necessary planning 
and design changes carried through, it would have cost considerably more than 
the original estimate, or the final plan. 

(e) The Thousand Islands section channel excavation criteria were changed 
from 27 feet plus 2 feet overdepth where shoals are less than 27 feet below the 
surface to 2914 feet swept depth throughout, as a result of more detailed en- 
gineering studies. 

(f) The Long Sault Canal was deepened approximately 3 feet to allow for 
minimum regulated pool level as determined from recent detailed hydraulic 
anslyses. 

(g) A vertical lift emergency gate was included in the Hisenhower lock as a 
substitute for the guard gate and attached dikes. 

(h) After thorough study the second set of lock operating gates were elim- 
inated, as an economy measure. 

(i) Wall armor has been provided for the operating wall of each lock to pro- 
tect it from abrasion from passing ships. 

(j) A tunnel under Eisenhower lock has been provided in place of a swing 
bridge over the lock, to facilitate highway traffic and navigation. 

(k) The following items have been added: 

(1) Aids to navigation, which were not specifically provided for in the 1952 
estimate. 

(2) Channel excavation in the Cornwall Island reach which was understood 
tu be a power phase cost in the 1952 estimate. 

(3) Training dikes at Polleys Gut to deflect adverse currents at the lower 
entrance to Grasse River lock, as indicated by recent hydraulic model tests. 

(4) Equipment and facilities for operation and maintenance of the completed 
works, including floating plant, mooring facilities, and administrative buildings. 

(5) Rehabilitation of spoil disposal areas. 

(6) Public use facilities. 

(7) Construction facilities. 

(8) Operation and maintenance costs during construction. 

(1) In addition, increased costs since the 1952 estimate are attributable 
to: 

(1) Increase in the price level of construction costs generally (escalation). 

(2) Increase in land values. 

(3) Reduction in the length of the construction period which restricted com- 
petition in bidding and increased contingency allowances in contractors’ bids 
for the work. Also, adjacent major power project construction, initiated prior 
to Seaway work, added to the tight labor situation in this area, which has a long 
winter season. 


Eeplanation of the increase 
The increased construction cost is broken down in the following tabulation 
into four major items: Escalation, basic planning and design changes, added 


items of work, and transfer of features between worksites to conform to present 
accounting system. 











36 SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


Explanation of the increase in seaway cost estimate 


[In thousands] 























| | 
Total 
Basic project | 
Basic | Deferred | planning) after | Price | Added | Total 
estimate and and planning jescalation| items | estimate 
Work program Decem- | revised | design and to July (1956 Decem- 
ber 1952 items changes | design 1957 prices) ber 1956 
prices (1952 changes prices 
prices) (1952 | | 
prices) | 
Lands and damages_-_-_--_--__.- OAS Fe nonce $2, 725 $3, 200 $711 | $93 $4, 004 
Thousand Island section _---__- SES endsshin cs 6, 663 8, 429 Ok fh Pemee mrt | 10, 602° 
Long Sault Canal and locks-__-- 06,570) 1_...=..... —4, 065 60, 305 15, 076 7, 226 82, 607 
Point Rockway Canalandlock.| 21,259 |—$21, 259 |_.........}_---_-- (iedtichdhaaiens decd want didn ens 
Cornwall Island section... ....|....-..--.|---------- 5, 115 5, 115 1, 295 15, 829 22, 239 
General purpose facilities _______ ae ts os —204 |. ee | 10,548 10, 548 
Corporation administration | | 
Gee Raid onmmrrities oo oooh. c <5. 3 sense. acs | 2, 100 | 2, 100 
Mobilization O&M during | 
construction ....___- shea ttogee ered : 900 | 900 
Corporation working capital. -- 8,999 | —1, 999 ‘ | 7, 000 | | 7,000 
Interest during construction-.-_- 7,927 |. —7, 927, |..---...-- |----------|---------- eeakl S. 
Ws canndcetesenctctss> 105, 000 | —31, 185 10, 234 84, 049 19,255 | 36,696 | 140,000 
i | 





I. Explanation of the deferred and revised items 


The Point Rockway canal and lock have been deferred in accordance with an 


agreement between the Canadian and United States Governments. Consequently,. 


the estimate for these features of the project at 1952 prices amounting to $21,- 
259,000 has been deleted from the cost estimate. 

The working capital requirements for the Corporation have been reestimated 
at $7 million. The original estimate provided for $8,999,000. As a result $1,999,- 
000 has been deleted from the fund requirements for this item. 

Interest during construction was provided for in the original borrowing 
authority in an amount of $7,927,000. However, Public Law 358, 88d Congress, 
2d session, the Seaway Corporation’s basic enabling act, is not specific in pro- 
viding for the manner in which the Corporation and the Treasury Department 
should treat the interest accruing during the construction period. The legislative 
history leaves some doubt as to the desired handling of this interest during con- 
struction ; that is, whether or not it is properly chargeable against the Corpora- 
tion’s authorized borrowing authority. 

The Corporation has proposed, in an amendment to Public Law 358, to pro- 
vide that this interest accruing during construction be deferred, not charged 
to the borrowing authority, and to be repaid from future revenues of the Corpo- 
ration. As a result, the entire amount of $7,927,000 has been eliminated in, 
determining the borrowing authority requirements. 


) 
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II. Explanation of increased costs due to basic planning and design changes 


‘Removal of additional rock shoals in the Thousand Islands Section 
due to recent detailed hydrographic surveys and modified design 
criteria, together with additional quantities of excavation at 


originally contemplated shoal areas_........._--..._._-______ $6, 663, 000 
Substitution of vertical lift gate for Long Sault Guard Gate_____- —5, 250, 000 
Elimination of double set of lock mitre gates__..._.-...-_...--... —4, 952, 
‘Improved design of lock sills__........-++--.+-.--+-4-..+--+4---+. 606, 000 
Lengthening lock concrete guide walls for better ship accommoda- 

GEE I ric. scene oicccen ijeissanisinsiiccb ecconaacneistliiaglaabiin lips: vocegtileidiiaNninianiad tah 1, 337, 000 
‘Change in design of guide walls to meet foundation conditions re- 

vealed by actual excavation and detailed borings_...._._-___-__ 1, 470, 000 


Additional Long Sault Canal excavation to provide project channel 

depth at controlling water surface profile determined by detailed 

GIT TUNAS COT OI a ci nee cere eee aeeene aan 2, 041, 000 
Protection of concrete lock walls with wall armor, to prevent dam- 

age and abrasion from passing ships, together with timber fend- 

CHS RA IGS . WATS. ceniennicnene vernnwenicabiibiventatiaiiniislpienideaaneia’ 793, 000 
Substitution of highway tunnel under upper end of Bisenhower 

Lock for swing bridge crossing, for better accommodation of 


TAB WAY CLATC a nnn cece nine nines bled id adiedlallnietidbis 1, 003, 000 
Redesian of lock welle.np ic oncsinmndsundsdionsmernctbidilians usweds. 1, 123. 000 
Deletion of originally planned administrative facilities._t_tcu.._. —204, 000 
Changes in lands and damage costs including purchase of abandoned 

NYCRR trackage, bridge and adjoining property interests_____ 2, 725, 000 


High level bridge resulting from NYCRR abandonment and need 

for increased bridge headroom for Seaway traffic, including tem- 

porary access roads and ferry crossing__....--~-..-.--.--.-.- 5, 115, 000 
Elimination of previously contemplated plan for NYCRR and high- 

way relocation (1952 plan, before necessary planning and de- 

sien “Chatiges to ortginkl” pein} Do Se —4, 747, 000 
Design changes covering such features as changes in utility lines to 

locks, widening of channel at Croil Island, and minor changes 


Sl CG WON VEO Creer cee ceeenintoue sa eenetaeans 1, 157, 000 
Miscellaneous other design changes to original plan___._-__--_----- 1, 354, 000 
Total planning and design changes___....-_..--.-----.---_- 10, 234, 000 


ITI. Explanation of increased costs due to price escalation 


Hsealation of construction costs from December 1952 to July 1957, the esti- 
mated midpoint of construction is considered to be approximately 22.5 percent, 
based upon a projection of the Engineer News Record Construction Cost Index, 
which makes no allowance for labor efficiency nor is it meant to be applicable 
to equipment items. 

The amounts shown as representing price escalation are based upon actual 
contracting experience on those features of the seaway either completed or 
under contract, and upon the Engineer News Record Construction Cost Index 
on all uncontracted work. 

The price escalation has been applied to the 1952 project, after adjusting for 
the basic planning and design changes to the original project at 1952 prices. 


IV. Explanation of increased costs due to added items 


Lands and damages: 
Lands and easements required for channel enlargement below 
South Channel bridge. No work was originally contemplated 


RU icc peg cate eg crest Seed es s cance asananinet tice ead ee ene $93, 000 
Long Sault Canal and locks: 

WOTEARTOE -ORGOE WORN nani nd eins cilities etna 664, 000 
DEOL GOT a a aisittintini nin deeniihtiinncline debate tacaamienciaa 913, 000 
PN A Dia siisiinaich ctatin ei diabtiinitiad ntiniinibiaieibiieadiccpichemamesenhs 188, 000 
Maintenance buildings at each lock__....._-_______.__________ 116, 000 
ROG - CO eo eiisictsinetatvittniaiaencitaadadiictncs Achebe tated 1, 012, 000 
Gate lifter, spare gate and storage barge, including radio and 

INCORSRESRIERIORTEO SU iid sin crest cinhcttiernstincaneinn 3, 259, 000 
Mooring basin for gate lifter and related plant__.__.____-_______ 1, 074, 000 
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The foregoing added items provide for betterments for improved accommoda- 
tion and safety of navigation, highway traffic, and visiting public. Land reha- 
bilitation measures are now contemplated to dress spoil banks, etc., in order to 
be more compatible with practice on adjacent power project (State Park) lands. 
Isolation of area requires emergency repair facilities to assure uninterrupted 
seaway traffic and adequate project maintenance; elimination of double lock 
miter gates also adds to need for these facilities. 


Cornwall Island Section: 


Dredging in the South Channel at Cornwall Island_________-_- $11, 970, 000 
"’ynimiend SG Se i a es 8, 859% 000 
Total Cornwall Island Section.....-..-._....-___--____ __ 15, 829, 000 


Dredging in South Channel at Cornwall Island arises from ambiguity in basic 
authorizing instruments concerning “power” and “seaway” responsibility. 
Training dikes were found necessary by hydraulic model studies to reduce ad- 
verse velocities and cross-currents opposite Polleys Gut. 


General purpose facilities : 


i cseenra arene tia bennstintniata ade tarattntnatbes Lines tilda th $3, 228, 000 
emia eben eio) tre lies eo a 840, 000 
Biatiteiee M0. 93750 ot. be oo el ad 511, 000 
Marine base adjacent to such shops___-_--..--..-----------_-- 1, 977, 000 
EE an ae ete eee MURS 215, 000 
Crmiomns ~SeeiiGiet hl 2 Eh 54, 000 
Floating plant, including tug, barges, derrick boat, channel sur- 

Way. OG BOUTIN Ree ka a a 3, 363, 000 
Minintemmmes queinmeentoii ls 2 se ee 360, 000 

Total general purpose facilities___._._._.__._.__.___._._______- _. 10, 548, 000 


Navigation aids included now because of Bureau of the Budget request and 
General Accounting Office dceision for recovering of all such costs by navigation 
tolls; administration building now provided to house a separate Seaway Corpo- 
ration staff; toll collection facilities; repair shops, marine base, floating plant, 
and related equipment necessary for self-contained operation and maintenance 
of this project which is in an isolated area. 


Seaway Corporation: 
Administration, field supervision and inspection, and mobiliza- 
tion operation and maintenance during construction._._____ $3, 000 


Total added items (December 1956 prices)________________ 36, 696, 000 





ST. LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 


WEDNESDAY, APRIL 10, 1957 


House or REPRESENTATIVES, 
CommiItTEE oN Pusiic Works, 
Washington, D. C. 

The committee met in room 1302, New House Office Building, at 
10:15 a. m., Hon. John A. Blatnik presiding. 

Mr. Buarntx. The Committee on Public Works will meet first in 
. . ° . 
informal session for the presentation of a film on the St. Lawrence 
seaway. 

(Whereupon the film was shown.) , 

Mr. Buarnrx. The Committee on Public Works will come to order. 
This hearing is for further consideration of H. R. 5728 and H. R. 
5729, for increasing the borrowing authority of the St, Lawrence 
Seaway Corporation, and for other purposes. 

We have a favorable communication here from the Secretary of the 
Treasury, who was invited to send a representative, but since their 
case is stated in the letter, they feel no witness is required to represent 
the Department of the Treasury. ; 

Without objection, we will have the letter inserted in the record 
at this time. 

(The letter reads as follows:) 

APRIL 9, 1957. 
Hon. CHarLes A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN : Thank you for letter of April 4 inviting a representa- 
tive of the Department to appear before your committee on April 10 to submit 
the views of the Department on H. R. 5728 and H. R. 5729, bills “To clarify the 
general powers, increase the borrowing authority, and authorize the deferment 
of interest payments on borrowings, of the St. Lawrence Seaway Development 
Corporation.” 

The provisions of the proposed legislation of primary interest to this Depart- 
ment are those contained in section 1 (4) of the bills. These provisions would 
(1) inerease the authority of the St. Lawrence Seaway Development Corpora- 
tion to issue revenue bonds by $35 million, from $105 million to $140 million; 
(2) authorize specifically the deferral of interest and the exclusion of such 
deferred interest from the limitation on the amount of revenue bonds the Cor- 
poration may issue; and (3) increase from 40 to 50 percent of the total authori- 
zation the amount of revenue bonds that may be issued in any one year. 

The foregoing provisions are satisfactory from the standpoint of this Depart- 
ment. While the Department is of the view that section 5 of the act of May 13, 
1954 (33 U. S. C. 985), does not require that interest accruing during the con- 
struction period, the payment of which has been deferred pursuant to the terms 
of the obligations issued by the Corporation to the Treasury, be considered a 
charge against the borrowing authority of the Corporation, the Department 
would not object to the proposed provision which would clarify that point. 
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It is assumed that the new paragraph (10) which section 1 (3) of the bills 
would add to section 4 of the act does not relate to aids to navigation and is 
not intended to affect in any way the duties and responsibilities of the Coast 
Guard set out in sections 81 and 83 of title 14 of the United States Code. 

Your invitation for a representative to appear before you is appreciated, but 
since the Department’s views are before the committee, it is not believed that 
there is anything that a personal appearance could add or that would be helpful 
in your deliberations. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
Davip W. KENDALL, 
Acting Secretary of the Treasury. 


Mr. Buarnrx. We have three other communications favoring this 
legislation. One is from the executive committee of the Great Lakes 
Commission; a wire from John A. Ulinski, executive director of the 
Niagara Frontier Port Authority; and a wire from Mr. Edward T. 
Dickinson, commissioner, Department of Commerce, from New York. 

Without objection, these communications will be entered in the 
record at this point. 

(The communications read as follows:) 


(Telegram ] 


ALBANY, N. Y., April 9, 1957. 
Hon. CHARLES A. BUCKLEY, 
Chairman, House Public Works Committee, 
House Office Building, Washington, D.C.: 

Passage of House bills 5728 and 5729 to increase borrowing capacity of the 
Seaway Development Corporation should contribute to the economic growth of 
this State and the New York State Department of Commerce would like to be 
recorded as favoring these bills. 

Epwarp T. DICKINSON, 
Commissioner, Department of Commerce. 


{Telegram ] 


Burrao, N. Y., April 9, 1957. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Public Works Committee, 
House of Representatives, Washington, D.C.: 

We sincerely urge Public Works Committee to approve bill asking for ex- 
tension of borrowing powers of the St. Lawrence Seaway Development Cor- 
poration. Construction costs have increased 35 percent since the start of this 
project everywhere along the Great Lakes Basin. The relief sought will en- 
hance the completion of this important project upon which depends the eco- 
nomic expansion and progress of our area. It would be inconsistent with logic 
not to complete this great project by withholding this power to borrow addi- 
tional moneys. We therefore urge your favorable action. 

JOHN A. ULINSKI, 
Executive Director, Niagara Frontier Port Authority. 


RESOLUTION 


Suggested Federal Program for 1957 


Whereas the Great Lakes States are vitally interested in the important pro- 
grams of the Federal Government for the further development of the valuable 
water resources of the Great Lakes; and 

Whereas the further development of the water resources of the Great Lakes 
in a speedy and orderly manner is essential and will contribute significantly to 
the economic growth and well-being of the region and the entire Nation; and 
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Whereas the Great Lakes Basin Compact directs the Great Lakes Commis- 
sion to recommend to the Federal Government measures contributing to the 
further development of the water resources of the Great Lakes which are in the 
interest of the Great Lakes States and the Nation: Therefore, be it 

Resolved by the Haecutive Committee of the Great Lakes Commission at 
its meeting in Chicago, Ill., December 14, 1956, That it urges Congress to 
review sympathetically, with the Seaway Development Corporation and the 
United States Corps of Engineers, any revised financial program for construc- 
tion of the seaway and to take such action as may be necessary to maintain 
the construction schedule for the seaway. 

Mr. Buarnig. For the information of the members of the commit- 
tee, we have three witnesses this morning—Dr. Danielian; Mr. Harry 
Brockel, of Milwaukee; and Mr. John C. Beukema of the Great Lakes 
Harbor Association, and a member of the advisory board of the St. 
Lawrence Seeway Corporation. The Chair is hopeful we will be 
able to hear their testimony and have questions answered in the hour 
or so we have left, thereby completing all hearings on this legislation 
this morning. 

Our first witness today is Dr. N. R. Danielian, president, Great 
Lakes-St. Lawrence Association. 


STATEMENT OF DR. N. R. DANIELIAN, PRESIDENT, GREAT LAKES- 
ST. LAWRENCE ASSOCIATION; CHAIRMAN, USERS COMMITTEE 
ON ST. LAWRENCE SEAWAY TOLLS 


Dr. Danrevian. Mr, Chairman, I appreciate this opportunity to 
appear before you again on the St. Lawrence seaway project. This 
is a pleasure which I have enjoyed from time to time ever since 1941. 

I appear here today as president of the Great Lakes-St. Lawrence 
Association, an organization which has been active for some years on 
behalf of the St. Lawrence seaway project and attendant develop- 
ments in the Great Lakes area, representing a number of communities, 
industries, and individuals whose primary interest has been the eco- 
nomic development of the Great Lakes-St. Lawrence Valley. 

L also appear in the capacity of chairman of the Users Committee on 
St. Lawrence Seaway Tolls, which contains not only many of our 
members, such as Ford Motor Co., Chrysler Corp., Cargill, Inc., 
Youngstown Sheet and Tube, and many other steel companies, but 
in addit ion, such others as the Lake Carriers’ Association, the Ameri- 
can Merchant Marine Institute, the American Farm Bureau Federa- 
tion, the National Grange, and the National Farmers Union, who, 
though not members of the organization, have joined us in consider- 
ing the economic issues surrounding the construction and operation of 
the St. Lawrence Seaway. 

In the committee’s deliberations, many others, from Canada as well 
as the United States, representing shipping, newsprint, iron ore, have 
joined from time to time. This group has come to certain important 
conclusions which I shall try to convey to you in my capacity as the 
chairman of this committee. Although the conclusions of the group 
were arrived at unanimously I want it understood that these conclu- 
sions are those of the committee as a whole and of the members in 
their individual capacity, without formally committing their organi- 
zations as a whole. 

In our association and in the users committee, we believe are rep- 
resented as much as 80 percent of the total potential users of the St. 
Lawrence seaway. 
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I think that perhaps it would be right to say that this represents a 
position paper as of the present time. 

I shall try to separate my comments in my dual role. Speaking as 
president of the Association, with a long historical connection going 
back for 17 years, I would like to point out, with your permission, 
that the Wiley-Dondero Bill, which authorized United States partici- 
pation with Canada in the construction of the St. Lawrence Seaway, 
had certain primary purposes. Many of you will recall that in 1954 
Canada was ready to go ahead with an all-Canadian Seaway. This 
was authorized by Parliamentary Act in December 1951, which created 
the St. Lawrence Seaway Authority, a Crown Company, to build such 
a Seaway and gave it authority to borrow $300 million from the 
Canadian Government for this purpose. Canada was therefore ready 
and prepared to go ahead with an all-Canadian Seaway as soon as 
the power license to New York and Ontario was validated by the 
United States Courts. 

The Wiley-Dondero Bill was passed and approved in May 1954 in 
this historical context. It had three main purposes. 

One was to cooperate with Canada in the construction of the St. 
Lawrence Seaway by financing the construction of three locks and 
11 miles of canals on the American side in northern New York. 

A second purpose was to establish an agency sponsored by the Fed- 
eral Government to control cost, to act as a fiscal agency, to construct 
and operate the locks and canals on American soil and to repay the 
cost of construction, interest, and operating expenses incurred by the 
Federal Government by charging of tolls on users. 

The third purpose was to give the United States, in cooperation 
with Canada, a voice in the determination of these tolls to the end 
that they would be reasonable and encourage the development of 
traffic through the St. Lawrence Seaway and to repay the investment 
of the Federal Government in these facilities. 

On the first point, the record is before you. I need not comment 
further at present. The second and third points are of vital interest 
to the potential users of the St. Lawrence Seaway. 

The Users’ Committee has considered the problems arising out of 
the increased cost of the project very carefully, and has come to this 
basic conclusion which I have been requested to present to this Com- 
mittee. Its conclusion is this. ‘ 

We support such additional authorization of financing as is neces- 
sary to carry out the authorized purposes of the Wiley-Dondero Bill, 
with the reservation, however, that there is now grounds for con- 
siderable doubt in the minds of the committee members that all of 
the additional costs already incurred, and proposed, by the United 
States Corporation, as well as the Canadian Authority, can be re- 
captured in tolls. 

This conclusion was arrived at after months of intensive study and 
thorough deliberations. It is motivated by two considerations; one, 
ethical and moral, in our relations with the Congress, and the other 
economic, 

We are in favor of seeing this job through and we favor the author- 
ization of such additional money as may be necessary to complete the 
authorized project, but we want to make it clear to the Congress, and 
the public, that in our opinion it is not going to be easy to achieve 
the complete repayment of principal, interest, operating and mainte- 
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nance expenses within the 50-year period, in the light of these rising 
costs. We would like the authorization to be approved by Congress 
with realistic appreciation of all the problems involved. The eco- 
nomic issue is that due to the existence of the many competing routes 
available into and out of the Middle West, it may not be possible to 
charge toll rates high enough and, at the same time, retain a volume 
of traffic, which will bring in revenues annually, beginning in 1959, in 
an amount variously estimated at from $23 million to $28 million a 
year. 

’ We fear that any attempt to set rates which are high enough, as a 
theoretical matter, to secure the needed revenues, will curtail the 
traffic and thus defeat its purpose. 

This situation will impose upon this committee, as it will upon the 
users, the necessity of determining that every item of expenditure 
which is proposed to be put in the rate base is necessary to provide a 
channel with a controling depth of 27 feet. 

The estimated first cost of construction of the works under the $105 
million authorized by the Wiley-Dondero bill was $88,074,000. That 
is the first cost of construction of the works—the rest being for inter- 
est during construction and working capital. As the St. Lawrence 
Seaway Development Corporation relinquished the construction of 
the Point Rockaway lock and canal to Canada, a deduction must be 
made of $21,250,000, leaving, therefore, the original estimated cost of 
construction of 2 locks and 8 miles of canals at $66,815,000. The 
Seaway Development Corporation states that there will be, as of July 
1957, a cost increase of 2214 percent. This would amount to $15,033,- 
375, making the total costs of the originally authorized project, less 
the Point Rockaway lock and canal and allowing for cost escalation, 
$81,218,375. But the present cost of this work with additions is now 
estimated at $133 million. It would appear, therefore, that $51,781,- 
625 of the present estimate of cost is for new construction features 
and changes in design. 

It would also appear that the money originally provided, $105 
million, should have been sufficient to construct the project and to 
take care of the price escalation and interest during construction, as 
stated yesterday by the Administrator, except for these additional 
new features and design changes. 

This is of utmost importance from the standpoint of the users, 
since the $52 million added investment will be equivalent to approxi- 
mately $2 million a year in additional revenue to be obtained from 
tolls, one-third of the estimated overhead capital costs of the United 
States Corporation. 

We are not in any position to evaluate whether all of these changes 
in design and new features are necessary and useful in creating a 
channel with a controlling depth of 27 feet in our part of the St. 
Lawrence seaway. We are not in a position to make an engineering 
evaluation of the necessity for every one of the items that constitutes 
this nearly $52 million of new features and design changes. 

We are unable to say, for instance, whether it 1s necessary to have a 
2914-foot swept channel in the Thousand Islands section, which ac- 
counts for $8 million of this extra cost. 

We are in no position to say whether the $2 million additional cost 
for deepening the Long Sault Canal 3 feet over 27 is necessary. 
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We are in no position to say whether the extension of the concrete. 
guide walls from 1,200 feet to 1,650 feet, at a cost of $1,337,000, is. 
absolutely needed. 

We are in no position to say why it was necessary to change plans 
for the New York Central Railroad and highway relocation, orig- 
inally estimated at $4,740,000, and substitute a new plan which costs 
$7,840,000, an increase of $3,103,000. 

And, most important of all, we cannot evaluate the engineering and 
legal factors that led the Corporation to agree to a division of costs 
in the dredging of the South Cornwall Island Channel, which had 
been orginally assumed to be the responsibility of the New York 
State Power Authority; nor can we evaluate the wisdom of agreeing 
to a $6 million participation by New York State in a project on 
which the last bid by private contractors was $32 million, leaving the 
Seaway Corporation with an additional cost of $26 million. 

Is this a good bargain or not? We cannot now judge at present. 
But we are told that the users are going to be called upon to pay 
through tolls for all of these costs. 

The users must therefore reserve judgment on all items of in- 
creased costs which they are told they must pay through tolls. We 
have no desire to stop now in midstream for an extended period of 
investigation. The job must be finished and I hope this committee 
acts expeditiously. But as to the obligation of the users to pay for 
all these added costs in a 50-year period with interest, we must re- 
serve our rights to take exception if future investigation should war- 
rant it. In other words, since the users have been given notice that 
the bill for these added costs is going to be presented to them in the. 
form of tolls, I hope you do not think us amiss is we reserve judg- 
ment as to the validity of the bill that may be presented to us. 

This is a unique situation. Two Government agencies jointly are 
cooperating in the construction and operation of a gigantic public 
utility. But there is no uniform system of accounts, no definition of 
rate base or property valuation, and no experience with regard to 
what is and is not necessary in the public interest to create a 27-foot 
channel, and no supervisory or regulatory body that has the power 
to review management decisions affecting the rate base. Under these 
conditions, I can only say at present that without either accepting or 
challenging at this time any of the specific individual items of in- 
creased cost, we are in favor of all necessary increased authorizations 
for financing to carry out the authorized purposes of the Wiley- 
Dondero bill. 

So much for the purposes of the Wiley-Dondero Act in controlling 
eosts. I wish to address myself briefly to the third objective—namely, 
a voice in the determination of tolls with the purpose, on the one hand, 
of paying off the borrowings from the Treasury, and on the other hand,_ 
setting tolls in cooperation with Canada in such a manner as to en- 
courage the utilization of the Seaway, as called for by section 12 (a) 
of the act. 

To assist in the analysis of this phase of the problem, I would like 
to take an overall estimate of the total cost of the project as now pro- 
posed, taken from reports of both the Canadian and American Cor- 
porations, and to translate those figures into annual charges which, 
must be met from toll revenues. 
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As mentioned heretofore, the project that the onyanias is con- 
structing was supposed to cost, minus the Point Rockaway lock and 
canal, $66,815,000. It is now estimated to cost $133 million, 

The project that Canada assumed originally was estimated to cost 
$174,950,000, but, with the addition of the Iroquois lock and canal, 
another $21,259,000 was added by Canada, making a total of $196,209,- 
000 as the original estimated cost of the project they are now construct- 


ing. 

The Canadian Seaway Authority now estimates the cost of com- 
pleting its part of the project, including Lroquois lock, at $284,675,000, 
or an increase of 46 percent. I think the record should stand corrected 
on that. I think yesterday a 26 percent figure was used. The actual 
increase of the work they are doing is 46 percent. 

The total for the two governments, therefore, is $416,675,000. Add- 
ing interest during construction of $10 million on the United States 
side, for which temporary deferment is being requested in the present 
bill, but which will be added to the rate base, and, possibly, $32 million 
on the Canadian side, results in total obligations of the two corpora- 
tions, as of 1959, of roughly $460 million. This compares with the 
estimated cost, including interest during construction, in 1953, of 
$288 million. 

Calculating interest and amortization for the United States share 
at 314 percent, and for the Canadian share of the project at 414 per- 
cent, over a 50-year period, we obtain annual interest and amortization 
charges of $22,139,000. Adding estimated operating and maintenance 
costs of $6,200,000, for the two corporations, the estimated annual cost 
will be $28,339,000 on these assumed bases. This contrasts with the 
original estimates, back in 1953, of $14.6 million, on the basis of 3 per- 
cent interest, and $16.5 million on the basis of 314 percent interest. 

It is the opinion of the Users’ Committee on St. Lawrence Seaway 
Tolls that any attempt by the two governments to set tolls at a level 
which will theoretically yield such revenues will defeat the purpose 
of the seaway, as it will drive traffic to alternate competitive routes, 
and that the revenues from the remaining traffic would be far from 
enough to meet these increased charges. i 

It is the opinion of the Users’ Committee that the best toll policy 
will be to have low enough tolls to encourage the most rapid develop- 
ment of traftic on the seaway, to the end that it will attain full utiliza- 
tion in the shortest possible time, as contemplated by the act. In 
that way, the traffic and the revenues of the seaway entities will reach 
their maximum levels and, at the same time, give industry and agri- 
culture the benefits from the use of the seaway. 

It has been said that this increased cost can be taken care of without 
affecting toll levels by merely extending the amortization period from 
30 to 50 years. 

In the first place, there was never any intention of repaying this 
investment in 30 years. In the second place, an extension of the 
amortization period by 20 to 25 years could not possibly save enough 
to make up the $12 million or $14 million a year increase in overall 
annual costs, because the amortization component of the total annual 
charges, at an average of 4 percent over a 50-year period is approxi- 
mately $3 million on a $450 million investment. Our calculations on 
what would happen if the amortization period was extended from 50 
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to 75 years indicates a saving of less than $2 million a year. To 
claim that the meabled of increased costs can be taken care of, with- 
out affecting toll levels, by merely extending the period of amortiza- 
tion, is, at best, wishful thinking. 

What, then, is the answer to this problem ? 

We know of no simple or certain answer. It is possible that as 
time goes on we shall have a low interest period. Then I think the 
two Corporations may find it desirable to refinance their obligations 
at a lower interest rate, because every 1 percent reduction in overall 
interest costs will save over $4 million in annual costs. 

I understand that yesterday a position was taken here that there 
should be no reduction in interest on the Corporation’s bonds. I 

‘annot agree with that. If the Government can refinance its debt by 
selling bonds at a lower interest rate, and recalling bonds that carry 
a higher interest rate, I do not see why this Corporation, as a compo- 
nent part of the Government, should not benefit by such favorable 
developments. 

Again, it may be possible to extend the amortization period to 
lower the annual burden. Some items of cost may be disallowed as 
valid charges to the rate base. But, most imports int of all, a rate 
structure must be set which will encourage the fullest utilization of 
the seaway in the shortest possible time in order to maximize annual 
revenues. 

I would like to add, Mr. Chairman, a personal word, which I believe 
isinorder. This position has been taken after great deliberation, and 
it has not been an easy one for me personally. But it carries great 
conviction on the part of ever yone that has participated in it. 

We have been told that this is not the time to raise these issues, but 

erhaps it is the time to anticipate history. We have the record of the 
Denne Canal, which shows that the enterprise went through various 
stages of development. The first few years were none too happy as 
far : as the financial results were concerned. 

It is possible that this enterprise will follow a similar historical 
course. And we believe that the Congress, in approving this bill, 
should have a sympathetic understanding of the problems that the 
enterprise may encounter. 

Personally, it has not been easy, because all of the people that 
have been working on this thing and are working now have been and 
are personal fr iends of mine—and I wish them the best success, I 
have the highest regard for all of them. And nothing that I have 
said here in any way is intended to reflect upon their ‘integrity and 
devotion to public service. 

Mr. Biarnix. Thank you, Dr. Danielian. May I say at the outset 
that we appreciate this very well prepared, obviously thoroughly 
thought-out statement, with some sobering facts and points of view. 

The Chair, knowing of the splendid efforts made over the 10 years 
that I have been here in Washington on behalf of this great project, 
knowing the efforts of your organization, and the groups comprising 
your organization, and particularly your own efforts, knows that these 
are candid, straightforward, honest expressions of deep concern, not 
reflecting on or questioning the motives or the intent of any agency of 
the Government or of anyone else involved in the project. 
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Now, on page 9, where you compare the original estimates back in 
1953, the annual yield necessary to recoup the investment in this proj- 
ect was estimated at $14.6 million, approximately. 

Dr. Danre.tan. That would be the annual cost. 

Mr. Buatnix. The annual cost. And now you calculate it will be 
in the neighborhood of $28 million. ‘That is double. Would you care 
to give us your impression as to whether the toll rates therefore would 
be in the same proportion of two-to-one as these annual costs. 

Dr. Dantevian. I’m glad you asked that question, Mr. Chairman. 
I want to say first that in all these years I have enjoyed my associa- 
tion with the present chairman, and many other members of the com- 
mittee, and one of the great rewards we have had in the conduct 
of our affairs has been the confidence and the friendliness with which 
the committee members have cooperated with us. I can only repay 
that with candor and sincerity, and | am trying to do that today. 

Coming to your question, | presented certain estimates of possible 
toll revenues before this committee and before the Senate Foreign 
Relations Committee at certain assumed rates, and we might as well 
get them on the record, because they are going to be brought up any- 
way—certain rates which at full utilization of the Seaway, 45 million 
tons, were designed to produce about $27 million of revenues. That 
was predicated, however, on two things. First, the assumed full 
utilization, which is really the maximum which we expected to reach 
after a period of development, which may be anywhere from 10, 15, 
to 20 years; and secondly, it was predicated on the assumption that 
with these low annual charges, the rates could be and would be much 
lower than those recommended there, and therefore the traflic would 
develop faster—and that any small deficit that might have been in- 
curred in the first few years could easily have been absorbed and made 
up by later revenues. 

However, when you start with your annual requirements from the 
first year at the maximum, expecting certain deficits during the first 
several years, and that maximum is so much higher than the expected 
revenues from the first year, you may develop such capitalized deficit 
that it might be diflicult to work off. 

Now, that was the experience of the Panama Canal. 

Therefore, in our thinking at the time, low toll rates and a period 
of promotion where there might possibly be some deficit were con- 
templated even under the $14 million figure. That was one of the 
reasons why the Corporation was given $10 million of working capital, 
in order to be able to absorb some of these deficits during the first 5 
vears, let’s say. 

However, when the annual requirements are at the maximum that 
the Seaway could produce after a long period of development, then 
you are going to have a problem of what to do with the possible deficit 
in the first several years. 

In other words, these high costs have robbed the Corporations of 
the flexibility of a business organization to price their services in 
such a way as to attract business. 

Mr. Biarnix. Dr. Danielian, if you recall the testimony of previous 
years, let’s say back in 1952 and 1953, what was stated as the annual 
savings estimated at that time which would be achieved by the an- 
nual cost of $14.6 million, What were the economic savings in terms 
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of transportation advantages of the Seaway. Would you recall 
offhand ¢ 

Dr. Danre1an. The only figure I recall is one by General Robinson 
of $60 million. 

Mr. Buarntx. I believe that is correct—around $60 million. On 
what tonnage? Was it 40 million or 50 million tons? 

Dr. Danterian. I do not recall the tonnage. 

Mr. Buatnix. As I recall, it was around 40 million or 50 million 
tons—the volume of traffic. 

Dr. Danrettan. Now, may I make an additional point with refer- 
ence to this question, Mr. Chairman. There is a second development 
that affects this situation, and that is the continual increased economies 
of transportation on the high seas. Now they are building ships of 
45,000 to 60,000 tons to carry iron ore. And the labor complement 
of these larger ships is only about 20 or 25 percent greater on the 
ships on the Great Lakes, which carry only half that tonnage. The 
result is that the ocean carriers are going to be much more economical 
than any of the ships that will go through this waterway. Further- 
more, many of these ocean carriers are under foreign flags. The result 
is that the competitive rates by other routes show economies which 
puts a great strain on competition on this enterprise. And again, the 
increased costs have lost the flexibility for the Corporation to attract 
the traffic by competitive rates. 

Mr. Fatiton. Mr. Chairman, I am not going to take up too much 
time. I just want to ask a few questions. May I preface my questions 
with the remark that I am always sympathetic with a man that finds 
himself in the very unhappy position that you are in this morning. 
The pictures that you have painted before this committee for many 
years have been a little different than they are this morning. 

Dr. Dantec1an. They were based on different facts, sir. 

Mr. Faxon. I do not like to get into the position of saying “I told 
you so” to anybody that is unhappy. But the facts have borne out 
that the opponents were closer to the cost of this Seaway than the 
proponents, as I stated yesterday. 

I understand from your statement that the only way that the canal 
can operate successfully in the future will be by the Federal Govern- 
ment bearing some of the costs. This will be required in order that 
you might be able to do what you are trying to accomplish with this as 
a chief waterway or a chief traffic route from the ocean to the Great 
Lakes. It has not worked out just the way it was planned or presented 
to us. 

Dr. Danre1an. Well, I pointed out, sir, that, for instance, a reduc- 
tion in interest rates would save money, and that would not be a loss to 
the Government. I also pointed out that the extension of the amorti- 
zation period or a change from amortization to depreciation might 
again save some money. In other words, it would not be an out-of- 
pocket cost to the Government. 

Mr. Fation. If that is not done, sir, it means that it must be sub- 
sidized by the Federal Government, is that correct ? 

Dr. Dantex1an. If that does not happen, I think that you are going 
to face probably the first several years a situation where there will be 
certain deficits. Now, whether the long-range future will work them 
off depends on many factors. One of my friends insists that if this 
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inflation continues, and other competitive costs go up, then this will 
wash off. We hope that does not happen because of the effect upon the 
rest of theeconomy. ‘There are other possibilities. If Canada should 
decide to expand the Welland Canal, it may be that the traffic thorugh 
the seaway could increase to 55 million or 60 million tons. And in 
that way. I think perhaps the deficits could be absorbed in the future. 

What we want to prevent here is a misunderstanding when 1959 and 
1960 is upon us, and we don’t want people to get all upset if there are 
deficits in the first few years. 

Mr. Fatxion. Well, I have known that a long time, so I won’t get 
upset any further. 

Now, in your statement you bring out the fact that if the tolls are 
not low enough, they will not be attractive enough to create——and I 
use the word “create” because all during the hearings, if you will 
remember, for many years, the proponents talked of creating traffic, 
and not taking it from already established carriers. If you cannot get 
the tolls low enough, and taking further into consideration the fact of 
the long, tedious haul from the ocean up to the lakes, you are really 
not going to attract any additional traffic, and certainly not take it 
away from the fast-moving, already established carriers. 

Dr. Danret1an. Now, certainly there will be new traffic created all 
the time, with the American economy and population increasing, at the 
rate it is growing. And I have always felt that the fight on the seaway 
in the past has been not so much for the retention of existing traffic, but 
for the capture of future traffic. 

The iron ore business is a case in point. Recent figures on iron-ore 
imports indicate we have increased our imports from Canada tremen- 
dously, and that is all new business. And the fight was whether that 
was going to go through one route or another. 

Mr. Fatton. I am sorry you brought up the iron ore situation, be- 
cause you were in here before iron ore was ever discovered in Canada. 
So you had ancther reason for it at that time. 

Dr. Danrevian. That is right. 

Mr. Fation. How long does it take a ship to move from the ocean 
up to the Great Lakes through this Canal? 

Dr. Danrev1an. From what point, sir? 

Mr. Fation. From the ocean. 

Dr. Danrevian. You mean from the Atlantic? 

Mr. Fation. Yes. You are not connected with the Pacific, are you? 

Dr, Danrevian. No. But I mean you have free navigation to 
Montreal, which is about a thousand miles. And it all depends on 
the speed of the ship, how long it takes to get to Montreal. But I 
will be glad to tell you how long I think it will take to get from 
Montreal to Lake Ontario and from Lake Ontario to Lake Erie. 

Mr. Fatton. How long is it? 

Dr. Danret1an, I think generally you are safe in allowing 50 
minutes to an hour per lockage. There are 15 locks from Montreal] to 
Lake Erie, so you have roughly, let’s say, 14 hours, 15 hours of lockages. 
And the rest of it is pretty straight sailing. And the distance from 
Montreal to Buffalo would be—— 

Mr. Fatton. How far is it from the lakes to the ocean in miles? 

Dr. Dantevian. Well, again, depending on the point you select-—— 

Mr. Fatton. The Atlantic Ocean. 
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Dr. Danrevian. Yes. It is a thousand miles from Montreal. And 
then it is about 250 miles or so to Buffalo. I can give the component 

arts, and I can add them up. It is 114 miles from Montreal to 
Draieusbaie: 68 miles to Lake Ontario; about 158 miles across Lake 
Ontario; and about 28 miles across the Welland Canal. 

Mr. Biarntx. About 368 miles. 

Dr. Danrextan. That is the distance from Montreal - Lake Erie. 

Mr. Fatxion. Well, I just want to close by saying, as I said before, 
I am in sympathy with you. And I think probably the reason there 
are no proponents here today is because they are happy you made the 
mistakes in the past that you ‘have—not you, Dr. Danielian—I am talk- 
ing about the proponents. You can include yourself if you like. 

fr. Jones. Mr. Chairman, I would say this to the Doctor today. 
The testimony that you have submitted to the committee this morning 
reminds me of a story that is told of an outstanding Georgia politician 
in 1860 who advocated a war between the States, the Civil War. He 
said, to the question as to whether or not the South could whip the 
N orth, “Yes, we can whip those Yankees with a cornstalk.” 

Lo and behold, when the war did break out, he went to Cuba and 
remained there all during the war. And when he came back, he was 
asked, “I thought you said that we could whip the Yankees with a 
cornstalk.” He said, “Yes, I did say that—but the Yankees wouldn't 
fight with cornstalks.” [Laughter. | 

The gentleman has appeared before this committee time and time 
again, advocating the enactment of legislation that would permit the 
construction of the St. Lawrence seaway development based upon 
estimates which he concurred in, which were borne out by the record. 

I would like to call the attention of the witness to the testimony he 
gave before the committee in 1953. In reply to an inquiry directed 
to you by Mr. Becker, you had this to say: 

Ever since 1947 we have put it on a toll basis. The present legislation be- 
fore you calls for the liquidation of the original investment as well as the op- 
erating expenses and adequate interest rate. So we are not asking for any 
subsidized transportation. 

And of course that was further justified by your statement in a 
reply to Mr. Dondero, in which you said: 

I would like to submit for the record a brief statement of our view of the 
tonnage, cost, and annual charges. It is identical, but very brief, with that we 
presented to the Senate Foreign Relations Committee. 

Now, the documentation which you referred to—because you antici- 
pated the questions that I intended to ask you—was the fact that in 
your statement which you submitted for the record, and you identi- 
fied it as being the same material that you had submitted to the For- 
eign Relations Committee of the Senate, you made this statement : 

From the foregoing tabulation it is clear that the revenues conservatively esti- 
mated can be expected almost to double the total cost and charge on an annual 
basis if the suggested toll rates are adopted. The presise operating ratio of 
the estimated figures is 1.8—that is operating revenues of $27,875,000 exceed 
annual costs by $538,000. at a ratio of 1.8 to 1. Putting it another way, the 
project is safe, self-liquidating, even at toll rates considerably lower than those 
used as a simple suggestion. From the standpoint of a business enterprise, the 


prospects are good. There should be no doubt that this project as provided in 
the Dondero bill will be self-liquidating. 


Now, that is the statement that you made as an inducement. 
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Now that the project and the Congress is committed and work is 
under way, and you find that costs have increased by the increased 
cost borne out by the engineers index and by the change of some 
design, which were not fully anticipated at the time of the authoriza- 
tion of the project, you find that the cost is going to be a little bit 
greater. Now you are saying that you doubt the justification and the 
wisdom of the pursuit of the project to its ultimate conclusion. 

Dr. Danrevian. No, I did not say that, sir. 

Mr. Jones. You based it on the proposition that you are com- 
plaining about the increased costs that will accrue to the shippers 
on the waterway—based upon the increased costs, as I understand 
your testimony. 

Dr. Danrectan. My earnest hope and desire is that this authorized 
additional financing would be provided in the quickest possible time. 
Now, coming back to your question 

Mr. Jones. But you are leaving yourself in this position. If prices 
go up, you are going to be awfully disappointed on behalf of your 
organization you have inserted in the been a list covering almost two 
pages of members in your organization, who are shippers or engage 
shippers to handle their products to be shipped on the Great Lakes. 

Dr. Danrevian. If I may take up the different parts of your ques- 
tion separately—with reference to my testimony of 1953, as I pointed 
out, that was an estimate of long-range tonnage and long-range 
revenue prospects. Confronted with almost half the annual finan- 
cial obligations that were before us, I think our conclusion was quite 
valid then, that it was quite safe. In fact, it was quite safe with toll 
rates probably 60 percent or 50 percent of what we had recommended 
at that time. And certainly we did not make the cost figures. We 
have to take them from the same source that this committee took them. 

So I think the conclusion then was quite valid, and I do not retract 
what I said at that time. 

But I want to point out again that the loss of flexibility in the first 
few years is what really causes difficulty. And as in the case of the 
Panama Canal, I think that we are going to have a problem of adjust- 
ment as we go along. This does not in any way modify my faith and 
conviction that the project is going to be of great benefit to the Great 
Lakes as well as the national economy. It has already had a very 
considerable effect in that direction, by the actions of many businesses. 

Mr. Jonxs. Now, the figures that you submitted as a justification 
of toll rates in 1953—where did you obtain those costs which you sub- 
mitted to the committee and which you concurred in? 

Dr. Dantertan. It was on the basis of consultation with various 
industry groups at that time, with the agricultural people at that time, 
under conditions that existed at that time. 

Mr. Jones. Well, I presume that the tolls were calculated upon the 
estimates of the cost of | the project, were they not ¢ 

Dr. Danrertan. No; they were calculated as possible tolls, and not 
related to the pay-off of the $14.5 million that was he annual cost at 
that time. As I stated in my testimony, the tolls could be lower. 

Mr. Jones. You mean to tell me that the estimates of tolls were 
never brought into relationship with the total cost of the project ? 

Dr. Danteiian. They were estimates of possible revenues. 

Mr. Scuerer. They had to be, if it was going to be self-liquidating, 
did they not, Mr. Jones? 
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Mr. Jones. I do not see how section 12 could have appeared in the 
bill if they were not going to bear some relationship to the total cost 
of the project in arriving at a toll rate. 

Dr. Danrettan. I don’t quite understand the question. You mean 
estimates of possible toll rates and revenues on a long-range basis. 

hose were made, and then other agencies brought in cost figures. 
Putting those two together, it looked quite safe at that time. And I 
stated that under those conditions, tolls could be lowered. Asa matter 
of fact, we expected them to be lowered. I have a study by some 
governmental agencies that did suggest lower toll rates in order to 
make the thing successful. 

I don’t think you and I are very far apart, Congressman, because 
as I understand it, you don’t particularly Secor tolls on waterways. 

Mr. Jones. I didn’t favor tolls on this project. 

Dr. Dantevian. That is right. I have supported this project with 
or without tolls, as you know. My support of it goes back to 1941. 
Any my conviction was so deep about its national-defense and eco- 
nomic values that I supported it at that time without tolls. 

Mr. Jonzs. Yes, I appreciate that fact. But the statement this 
morning is éntirely different from the statement that you made in 
1953, which was 

Dr. Dante tan. The cost figures are different. 

Mr. Jones. Which was a considerable inducement. And of course 
the gentleman who is rons to the committee now would have 
the committee believe that while the project cost has increased, trans- 
portation costs have not gone up commensurate with increased project 
costs. Now, of course, the rates are not established by the users or 
shippers on the railroads, the trucks, the airlines, the buses, or any 
other mode of transportation employed. So certainly the toll rates 
would be entitled to go up if the increased cost of the project would 
go up. So I do not see how you can escape the fact that tolls are 
going to increase. 

But here you are saying to the committee that you have fears and 
apprehensions that the tolls will be in excess of those that should be 
justifiable for the common use, as I understand your testimony. 

Dr. Danrettan. This business is probably the most competitive 
transportation route in the country. It competes with the Erie Canal. 
It competes with the trunkline railroads. It competes with the Ohio 
River, Mississippi Valley route. ‘It competes with the Illinois River, 
Mississippi Valley route. And it even competes with the Missouri 
River and the Mississippi River route, in grain transportation and 
such other products. 

Therefore, the problem confronting us is not what the users are 
willing to pay. It is not a question of principle. It is really a 
question of what is feasible under competitive conditions. And I 
assume that this business would be run like any other business, and 
we are going to try to get the largest aggre traffic at prices that 
people are willing to pay. And frankly, if those prices can be set 
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and traffic attained at such levels that this thing could work out 
this way, I would be quite happy. But I think that a consideration 
of the competitive situation would indicate that having lost that 
flexibility in pricing, in order to attract the traffic, you may face up 
in the early years to some problems. And we just want to come here 
to face that ahead of time, so that 2 or 3 or 4 years from now, when 
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these things begin to appear, we will have considered it. In 1953 
you were talking on an entirely different set of figures. 

Mr. Scuerer. May I have the floor a minute? You say in 1953 
you were talking about an entirely different set of figures. In 1953 
you figured that the cost per year would be $14 million. 

Dr. Dantexian. I did not figure that. That was the testimony of 
General Robinson, which I incorporated in my statement. 

Mr. Scuerer. But on the basis of that $14 million cost, you figured 
that the tolls on that basis would liquidate the project, did you not? 

Dr. Danrertan. Yes. 

Mr. Scuerer. You used that figure. 

Dr. Dantevtan. Yes. 

Mr. Screrer. And you felt that tolls could liquidate that cost 
per year? 

Dr. Dantevian. Yes. 

Mr. Scuerer. And those tolls would be reasonable. 

Dr. Dantevtan. Right. 

Mr. Scurrer. Now you say—— 

Dr. Dantevian. In fact, on the average you could expect 30, 31 
cent average tolls, and it would be enough to liquidate it. 

Mr. Scuerer. Now the costs are going to be twice that amount, a 
100-percent increase, the costs per year you say are going to be $28 
million—or a 100-percent increase. Would you have recommended 
that the Congress pass the St. Lawrence Seaway Act if you knew 
that the costs were going to be $28 million a year instead of $14 million 
a year, on a self-liquidating basis? 

Dr. Danreian. I just stated that I have supported this project not 
only on a self-liquidating basis, but as a public works project. 

Mr. Scuerer. Will you answer my question. Would you have rec- 
ommended it at that time if you knew the costs were going to be $28 
million, on 

Dr. Danrett1an. I think I would have supported 

Mr. Scuerer. Please let me finish. Would you have recommended 
to the Congress that we pass the Seaway Act if you knew that the 
costs were going to be $28 million—pass an act on a self-liquidating 
basis, based on tolls liquidating the costs. 

Dr. Danrevian. I would have supported the measure just as strong- 
ly, with possible warnings that it was going to be difficult. 

Mr. Scuerer. In view of your statement, do you mean to tell this 
committee now that you would have recommended the passage of the 
act by the Congress which provided that the costs should be hquidated 
if you knew at that time, if you knew that the cost was going to be 
$28 million. 

Dr. Dantertan. Yes. 

Mr. Scorer. You know the tolls could not liquidate it at that cost, 
do you not? 

Dr. Danrevtan. You mean under those conditions—I would know 
that tolls would not be enough to liquidate it. 

Mr. Scuerer. You knew you could not possibly raise tolls to that 

int. 

De. Dantettan. I think we would point out—I do not say that in 
the 50-year period the project is not going to earn $28 million as 
time goeson. I have in front of me the record of the Panama Canal. 
And in the first few years, up to 1924, 10 years after opening, the ton- 
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nage was 24 million—the revenues were $24 million, toll collections. 
Now, in those first few years the Panama Canal developed a great deal 
of deficits. Those deficits had to be capitalized. The cost of the 
Panama Canal was originally $375 million. They added $125 mil- 
lion of unpaid accumulated interest, and they put the canal down on 
the books at $500 million. They could not work it off over a period 
of years. And finally they reorganized it back in 1951, and they sepa- 
rated the national defense aspects from the commercial aspects. And 
now, with lower tolls, the Canal is earning over $35 million in 1955, 
at lower tolls. 

Mr. Scuerer. Yes. But you just said to us that on a $14 million a 
year operating cost basis for the first few years, the tolls that you 
proposed would not be able to liquidate that cost, did you not? 

Dr. Dantettan. At $14 million? No, I did not say that. 

Mr. Scuerer. You said for the first few years it would not do it. 
That is what you said. 

Dr. Danrev1an. Well, suppose you had a $1 million deficit. 

Mr. Scuerer. Over the life of the project your tolls proposed at 
that time would liquidate a $14 million cost. 

Dr. Danreutan. Well, the difference is in magnitude. If you had 
$1 million or $2 million deficit during the first 5 years, for instance, 
you could absorb that into capital and then pay off over the long pull. 
But if your deficits happened to be larger and you pile it up on top 
of your capital costs, then you have got a problem of an entirely 
different magnitude. 

Mr. Scuerer. You certainly could not do that with a cost of $28 
million a year, could you ? 

Dr. Dantesan. It is going to be difficult. 

Mr. Scuerer. It is going to be almost impossible, is it not ? 

Dr. Danrevian. Well, as I said 

Mr. Scuerer. In view of your statement, isn’t that going to be 
impossible ? 

Dr. Danmtan. No. I think that, as I said, the possibilities of 
management changes, financial changes, the increased traffic if the 
Welland Canal is deepened, the possibility that competing transpor- 
tation costs may go higher—under those conditions, you are going to 
confront an entirely different set of facts. 

Mr. Scuerer. But do you still say that you would have recommend- 
ed to this Congress in 1954 that we pass the St. Lawrence Seaway Act 
providing for the costs being liquidated on the basis of tolls had you 
known that the cost would have been $28 million a year? 

Dr. Dantevian. Yes, I would have recommended it, pointing out 
some of the difficulties. 

Mr. McGrecor. Doctor, I would just like to call to your attention, 
when we are discussing the rates and so forth, I think we are all going 
to have to admit that this project has been authorized. As you know, 
it was not authorized with my vote, but it was authorized, and it is 
here. Now, you were discussing the rates. May I quote from the 
authorization law, Public Law 358. 

“The rates shall provide, in addition, for the Corporation revenues 
sufficient to amortize the principal of the debts and obligations of the 
Corporation over a period not to exceed 50 years.” 

Isn’t that a mandatory directive for you, or whoever is in charge, 
to see that the rates are high enough to amortize those bonds? 
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Dr. Danreuian. Yes, that is mandatory, I believe. Iam not a law- 
yer. I will have to ask counsel about it. But I would assume it is 
mandatory. 

Mr. McGrecor. I think you are honest in your endeavor, when you 
appeared before us before, and it was the intent to amortize this by 
the revenues derived. And I think that is what we are faced with. 

Let. me ask you this. Were you familiar with the fact when the 
estimates were given to us by the engineers that they left out various 
items, such as engineering and so forth? 

Dr. Dantetian. No. 

Mr. McGrecor. Those are technical—and you were not familiar 
with that. 

Dr. Danrevtan. No, I was not familiar. 

Mr. Aucuinc.oss. Mr. Chairman, I would like to refer to page 6 of 
the statement, where it states, “We are not in any position to evaluate 
whether all of these changes in design and new features are necessary 
and useful * * *” T take that to mean that you have serious doubts 
that they are. 

Dr. Danrettan. No. As a matter of fact, we have not made an 
examination—but there are added items which we are told would 
be paid out of tolls. And we merely reserve the right to question 
any items of expense in the rate base which may not be necessary for a 
27-foot controlled depth. It is like any public utility enterprise. 
Usually in public utilities you have established procedures and com- 
missions that examine what is used and useful in the public interest, 
and other property is excluded from the rate base. Now, as possible 
customers of this utility, we merely would like to reserve the right to 
question any items of cost that may not be absolutely necessary for 
the 27-foot controlled channel. 

Mr. Avcuincvoss. One of these items is a 2914-foot swept channel 
in the Thousand Islands section. Can you testify who suggested 
that ? 

Dr. Danrettan. I do not know, sir, because I have not been close 
to the enterprise since it was authorized. 

Mr. BuiatntK. The question can be answered by the Administrator 
of the St. Lawrence Seaway Corporation or by a representative of 
the Corps of Engineers. They are here available for questioning. 

The Chair would like to announce that we have two witnesses from 
outside the city who have short statements, and I would like to get 
to them this morning. ‘Then we can later pursue questioning of Dr. 
Danielian if desired. 

Mr. Scupper. Mr. Chairman, I will be very brief. Doctor, the esti- 
mates, then, were about 100 percent wrong, were they not, as to the 
cost of the project—$66 million against $133 million. 

Dr. Danrertan. Well, those are the figures. Whether I would use 
the word “wrong” is a problem. They are two different figures, and 
there is a 100 percent difference. 

Mr. Scupper. Well, they are not correct. Now, another thing I 
got from your testimony and that of others was that this was going 
to be of great: benefit to the people in the Great Lakes area, they were 
going to get cheaper freight rates, and it would build up and induce 
commerce. They were going to haul practically all the farm products 
from the North Central States. 
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Now, this turns out to be a very disappointing thing. And I am 
very unhappy, for many, many years I opposed this project, because 
I had my doubts as to its feasibility. 

Now, we get into a find of this sort, I am sympathetic to the predica- 
ment you find yourself in, but it is of your own doing. You should 
do everything possible to get yourself out. 

Dr. Danrexian. Sir, you cannot be any more unhappy about the 
costs than I am. 

Mr. Scuppek. Well, the people who made the representations must 
have known it was going to cost more. 

Dr. Danrevian. Well, that I don’t know, because the figures were 
not our own. We never had an independent engineering organization 
estimating the cost. 

Mr. Scupprer. You propose during construction that the Govern- 
ment defer interest avi defer principal payments, and then after com- 
pletion we have wo reduce the payments in order to get this project 
going. 

Dr. Dantretian. No, I don’t think so, sir. I think it is going to pro- 
duce substantial revenues. But we just want to have a very practical 
approach to this toll question so that over the period the largest 
amount of traffic and the greatest amount of revenue is received by 
the corporaticns. 

Mr. McGrecor. Will the gentleman yield for a question. Doctor, 
would you give us your views on whether or not you feel that the 
interest should be referred and picked up at a later date when you 
have revenue coming in. 

Dr. Danvetian. Well, think the experience of the corporation will 
dictate what will be done, come 1959 and 1960. 

Mr. McGrecor. Well, now, don’t evade my question. You made 
quite a study of this thing. What is your recommendation—that we 
cancel the interest or defer the payment of interest ? 

Dr. Danrevian. No. I think there will be deferred obligations on 
the corporation until such time as they can pay them off. 

Mr. McGrecor. Thank you. 

Mr. Scupper. Well, that is one of the questions. I think there 
should be an honest and sincere effort on the part of you people who 
have come before the Congress of the United States and have been 100 
percent wrong in your statements to us in getting this proposition on 
the way—you should at least accept the responsibility and good faith 
of we who finally have voted for this project to endeavor to pay back 
to the Federal Government the cost that has been aerial in this 
development. 

Now, I realize the position you are in. Iam sympathetic. 

Dr. DanteviAn. I would like to comment on that, sir, because I think 
this is an important issue and one in which I think I have a clear 
record. I was the one originally who proposed paying for this thing 
through tolls. I made the calculation. The Canadian Government 
made the calculations and the American Government made the cal- 
culations. Cabinet committees made calculations. And on the basis 
of the costs then given by very responsible agencies, it was fully fea- 
sible as a self-liquidating project. And I sold the idea to Senator Van- 
denberg and varicus others who proposed it to the State Department 
and the Canadian Government. Senator Vandenberg charged me 
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with the responsibility of selling it to the Middle West. And I 


went out and sold it to the Middle West. 

Mr. Scnrrer. I sold it to my constituents on the basis that it would 
cost the Government nothing. 

Dr. Danmeiran. And on that basis we have saved the Federal Gov- 
ernment all the revenues that can be received from this enterprise. 

Mr. Scupper. I do not want to prolong this, but you mentioned the 
comparison between the Panama Canal and this canal. 

Dr. Danrevtan. That is right. 

Mr. Scupper. The Panama Canal has some military strategic worth. 
This canal, as was testified, could be a great liability in case of a war. 
One small bomb could put a lock out of business and you would have 
all your ships bottled up. We had such convincing testimony. I do 
not think you can make any comparison between the Panama Canal 
and this canal. 

Dr. Danrevian. My recollection is that the Joint Chiefs of Staff 
strongly recommended this over the years on defense grounds, I 
think, from the point of view of logistics, of bringing in raw materials. 

Mr. Scupper. Who recommended it? 

Dr. Danrev1an. The Joint Chiefs of Staff over the years. 

Mr. Jonrs. Will the gentleman yield for an inquiry. I would like 
to inquire from the Chair as to what his intentions are for holding 
hearings tomorrow. Does he intend to go over to tomorrow? 

Mr. Buarntx. The Chair announced earlier that we have two more 
out-of-town witnesses, Mr. Brockel, of Milwaukee, and Mr. Beukema, 
of Michigan. 

Dr. Danrevian. Mr. Chairman, out of courtesy to the out-of-town 
witnesses, I shall be glad to step off and come back at a later date. 
if the committee members wish to question me. 

Mr. Buarnrx. We appreciate that. And being located in Wash- 
ington most of the time, you would be more readily available. 

Mr. Jones. If you are not going to continue the hearings, there is 
one item I would like to have submitted for the record. It probably 
would be more appropriate to come from General Holle. That is a 
breakdown of the cost between capital-improvement costs, or capital 
expenditures, and maintenance and operation costs. I think those 
figures so far have been submitted as a general statement. I would like 
to have them submitted for the record. That would show distinctly the 
total costs that are going into construction, the capital-improvement 
costs, as distinguished from the maintenance and operations costs. 

Mr. Biatnix. The information will be requested, and I am certain 
it will be available, and Mr. Castle and General Holle will be avail- 
able for details when the committee goes into executive session. 

(The information requested is as follows:) 


Sr. LAWRENCE SEAWAY DEVELOPMENT CorP., 
Washington, D. C., April 12, 1957. 
Hon. Jonn A. BLATNIK, 
House of Representatives, Washington, D. C. 
My Dear Mr. Biatnix: During the hearings on the St. Lawrence seaway 
bills, H. R. 5728 and H. R. 5729, Mr. Jones requested that the committee be 
furnished a breakdown on seaway costs so that there could be a distinction 
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between capital expenditures and operation and maintenance costs. The fol- 
lowing is submitted pursuant to that request: 


Capital expenditures : Total estimate 
Land, land rights, and relocations______.__--__--__--__-_--_-. $5, 020, 600 
RI NS ia a ereddb iene Bintang Sainte ssth feban cess. 54/9465,:100 
I SII, al cit chili nll nth etait sinc 36, 634, 900 
Nee ae as enrcnentnan hibinticerm-worte 8, 002, 000 
Navigation aids and related facilities_________.___.________-- 8, 000, 000 
Permanent buildings and equipment___-__-_----_-----__---_~- 12, 213, 200 
Sonn TDTUnUR AUIEE «COON esse misc pagip tye eget Kemaesin chad mma domi 4, 402, 500 
Supervision and inspection (including administrative ex- 

i cient ings ah pied nana aruh ores dese macean 7, 221, 200 
Sn IE TUS NOON ot Sk Se een 1, 560, 500 
Total (excluding interest during construction) _--.-___-__ 133, 000, 000 
I, I OO ON ee eric mythic pigs 10, 000, 000 
nas BO ee Pecoveres rece) tolls... 2... ee nee 143, 000, 000 


Average annual carrying charges: 
Operation and maintenance_--_-_....-_-_.-----__-__--_-- ~ 1,900, 000 
Replacements and renewals_......~.~..~...~.---~----~-.-.. 100, 000 


Debt Service: 


Interest expense, 31%4 percent_.—~...-_-------_____-__-W- 8, 237, 000 
SRC hrrtn AEN BS Ba lb tik ce eee ih has 2, 860, 000 
Cee ne cc eeoenne cabinet can cian eiarlemeciaiaaie 8, 097, 000 


The above amounts for debt service are based on a straight-line amortization 
plan over a 50-year period. In the first years of operation some of the debt- 
service requirement could be deferred and the annual revenue requirements 
reduced during that time in order to provide a developmental period of a few 
years. 

The average annual carrying charges for the Canadian portion of the seaway 
are estimated at approximately twice the amount of that for the United States. 
The total annual charges for both the United States and Canada are estimated 
to total between $24 and $26 million. 

Sincerely yours, 
Lewis G. CastLe, Administrator. 

If there are no further questions, thank you, Dr. Danielian. 

Mr. McGrecor. There will be more later. 

Mr. Buarntx. Mr. Brockel, our time is short. We appreciate it and 
thank you for your patience in standing by all morning. How long 
will your testimony take ? 

Mr. Brocke. Five minutes. 

Mr. Biatrnix. May we hear you now ? 

Mr. McGreeor. A point of order. I certainly am not in accord 
with the filing of a statement where the members are not given an 
opportunity to question. I do not think it looks good for a statement 
being in the record and, if no one says anything, the general public 
thinks we accept it. 

Mr. Brocxen. I am available tomorrow, Mr. Chairman. 

Mr. Buiatrnix. Could we proceed, Mr. McGregor, with the brief 
oral testimony he has. We have covered the same ground already. 
If there is anything new and further questioning is required, Mr. 
Brockel will be here. 

Mr. Becxrr. Mr. Chairman, are you attempting to end the meeting 
today ? 

Mr. Buatnix. Only the open hearings. Then we will have what- 
ever time is required 1n executive session. 
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Mr. Brecker. Is there going to be any continuation of this this 
afternoon ? 

Mr. Buarntx. No; no continuation was expected for this afternoon. 

Mr. Becker. Tomorrow morning we will have to continue. 

Mr. Biarnix. Tomorrow morning at 10. 

Mr. Grorer. Is Dr. Danielian going to be back ¢ 

Mr. Bratnix. If the members wish, yes. 

Mr. Brockel, would you take the witness chair ¢ 


STATEMENT OF HARRY C. BROCKEL, MUNICIPAL PORT DIRECTOR, 
BOARD OF HARBOR COMMISSIONERS, CITY OF MILWAUKEE, WIS. 


Mr. Brockxet. Mr. Chairman and gentlemen, my name is Harry C. 
Brockel. I am employed by the board of harbor commissioners of 
the city of Milwaukee as municipal port director. I have been asso- 
ciated with this department, and with port-development and water 
transportation matters, since 1926. By appointment of President 
Eisenhower, I have served as a member of the Advisory Board of the 
St. Lawrence Seaway Development Corporation since August 1954. 

My appearance before your honorable committee is intended only to 
facilitate your study of marine-construction costs in connection with 
the request of the St. Lawrence Seaway Development Corporation for 
extension of its borrowing authority, necessitated by sharply in- 
creased costs of construction on the St. Lawrence seaway project. 

You may be interested in the rapidly rising curve of marine-con- 
struction costs encountered in connection with a number of major 
harbor-improvement projects now in process at the port of Milwaukee. 
These projects have been authorized by the Milwaukee Common 
Council, are financed by municipal taxation, and are planned and 
constructed by the board of harbor commissioners. 

Our recent experience with soaring costs of marine construction is 
indicated on the attached tabulation. 

Project (1), construction of 1,900 feet of heavy design steel sheet 
piling bulkhead to enclose 20 acres of submerged land for harbor 
and terminal development, was originally estimated in December 
1951, to cost $482,000. The project was reestimated in September 
1955, and was then estimated to cost. $645,000, an increase of 34 percent 
over the original estimate. The project was placed under construc- 
tion in March 1956, at a price of $646,000, an increase of 34 percent 
over the 1951 estimate. 

Project (2) will provide a modern outer harbor passenger pier for 
the accommodation of passenger vessels and lakeborne automobile 
traffic. The outer face of this pier is designed to accommodate ves- 
sels of seaway draft, while the two sides of the pier are designed for 
lake draft shipping. The bulkheads, anchorage, and dredging for 
this project were estimated in October 1955 to cost $618,000. When 
bids were received in May 1956, the low bid was $838,440, an increase 
of 35 percent over the 1955 estimate. Total estimated cost of this 
project is now $1,300,000. 

On April 16, 1957, we will receive bids on the largest. harbor de- 
velopment project in Milwaukee’s history, a large new outer harbor 
pier and general cargo terminal, designed to accommodate St. Law- 


rence seaway traffic. The rapid escalation of marine construction 
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costs in the Great Lakes region is indicated by the following series 
of estimates on the costs of this project : 


Sey Tae een oA i ee eR le $4, 187, 000 
Men (ee iss cer oe re Ca ce 5, 160, 000 
I eat ee elntnmned Annee eae 5, 556, 000 


Two graphs have been prepared showing the rapid escalation of 
dredging costs at Milwaukee Harbor in recent years. In 1937 river 
dredging could be secured at approximately 40 cents per cubic yard. 
By 1954 dredging costs were approximately 89 cents per cubic yard. 
In 1956 it advanced to $1.08 per cubic yard; in 1957, to $1.21 per cubic 
yard. And the United States Corps of Engineers estimates that 
ordinary soft bottom dredging will cost at least $1.30 per cubic yard 
in 1957-58. 

While the escalation in dredging costs is rather startling, there is 
a close correlation with the upward curve of the Engineering News 
Record construction cost index. We have prepared a second graph 
correlating the ENR construction index with the upward curve of 
dredging costs at Milwaukee Harbor. With the ENR index ad- 
justed to a 1937 base of 40 cents, to correspond with our basic dredg- 
ing cost, you will note a close approximation in the upward curve 
of general construction prices and dredging prices. 

From our experience over a long period of years in marine con- 
struction, we attribute rapidly rising marine construction costs to— 

(1) Inflation of the currency. 

(2) Inflation of wage scales. 

(3) Inflation of steel prices, and other construction materials as 
well. 

(4) To what might be described as a seller’s market in the marine 
construction industry. 

Mr. McGrecor. Will the gentleman yield for a question. You 
won’t admit it has increased 100 percent, which is the request of this 
particular legislation ? 

Mr. Brocxet. My testimony here shows a 35 percent increase in 
construction costs at Milwaukee in a very short period of time on 
similar construction. 

Mr. McGrecor. That is one-third of the request of this particular 
legislation. 

Mr. Brocxet. Yes. More than a billion dollars is committed to the 
construction of the power and navigation projects of the St. Lawrence 
seaway. The deepening of Great Lakes connecting channels will cost 
$150 million. In the near future, considerable work will be involved 
to deepen principal lake ports to seaway operating draft. The Straits 
of Mackinac Bridge is under construction, costing approximately $100 
million. C hicago. has just expended $24 million for port improve- 
ments, and is considering additional large expenditures. The city of 
Milwaukee is in the process of expending from $10 million to $11 
million of municipal funds to prepare the port of Milwaukee for the 
expansion of shipping and traffic confidently expected from the St. 
Lawrence seaway. Other lake ports have large improvement pro- 
grams under consideration. Large-scale industrial developments in 
the lake region are also competing for the services of marine con- 
tractors. 

In a word, there is considerable competition for the limited supply 
of men and’ equipment in this highly specialized field. Added to 
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these factors, which prevail throughout the Great Lakes region and 
the St. Lawrence River Valley, are the hazards of weather and terrain 
on the St. Lawrence project, which we understand have been large 
factors in driving up the costs of the seaway work. 

In a word, Mr. Chairman, I am suggesting that if misery loves com- 
pany, we have misery to share with you in struggling with the same 
problem of escalation of construction costs. 

Mr. Buatnik. Mr. Brockel, we thank you for your very important 
remarks. The committee is familiar with your extensive experience 
in both the construction of navigation harbor facilities, and perhaps 
more experience in foreign shipping on the Great Lakes than any other 
port, if Iam correct on that. And we welcome your testimony, giving 
us the experiences you have encountered in increased costs in very 
recent years, 

Are there any questions / 

Mr. Scuerer. I just want to say that I do not question that the wit- 
ness is right in what he says, and we recognize the fact from our other 
experience in the Congress that there has been this marked increase in 
construction costs. I think the thing we are complaining about is this 
change in design—the fact that in the original estimates submitted 
to this committee, as indicated by the testimony yesterday, did not 
even include the item for which they now ask $3 million, namely, cer- 
tain administration costs. Those have been increased. They are new. 
There are items that should have been foreseen, I think, and included 
in the original estimates. 

Mr. Brockxet. Mr. Chairman, I would like to leave one thought with 
the committee. Iam engaged in the field of shipping and transporta- 
tion. We are dealing with rate problems every day and dealing with 
the people every day who will use the seaway. I would like to suggest 
to the committee, sir, that these same inflationary factors are affecting 
the cost of transportation. Lake shipping rates have risen rapidly. 
Rail rates are rising rapidly, and the railroads are pressing for rate 
increases beyond those recently allowed by the Interstate Commerce 
Commission. And the whole level of transportation rates continue 
to rise. 

Now, if tolls ultimately come out at a figure somewhat higher than 
we projected in discussing the seaway before this honorable committee 
several years ago, I am one of those who believes that the relationship 
between the toll level and the level of transportation rates that prevail 
in the future is likely to be about the same because of either creeping 
or galloping inflation which prevails in transportation as it prevails 
in construction. 

Mr. Screrer. The rates have not increased as much as this project, 
namely, 100 percent since 1954. There has not been that kind of an 
increase. We all recognize there has been an increase. And as sure as 
we sit hee, you are going to be back here in a few years for an authori- 
zation to increase this $140 million up to $175 million or more. 

Mr. Buarnrk. Any other questions? Thank you very much. 

Our next witness is Mr. Beukema, We thank you for your patience 
in standing by. Could you make a brief oral summary of your testi- 
mony ¢ 

Mr. Beuxema. I would like to present my entire statement for the 
record and briefly summarize what we have in mind, sir. 
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Mr. Buatnrx. Without objection, it is so ordered. 


STATEMENT OF JOHN C. BEUKEMA, PRESIDENT, GREAT LAKES 
HARBORS ASSOCIATION 


Mr. Bruxema. Your witness is John C. Beukema, of North Muske- 
on, Mich. I am testifying for and in behalf of the Great Lakes 
arbors Association, as its president. 

The association is an organization of 42 municipalities, port authori- 
ties, in the Great Lakes region. 

I want to thank the committee for the privilege of appearing. I 
may say I have appeared before this committee and Senate commit- 
tees since 1932, a matter of some 25 years, always in behalf of the St. 
Lawrence seaway project. 

Gentlemen, we urge the legislation increasing the borrowing power 
of the St. Lawrence Seaway Development Corporation in the amount 
requested, namely, $35 million. 

In making this recommendation, we are mindful of the considera- 
tions of economy that motivate this Congress, and they merit our 
highest respect. 

I want to point out that this is not a request for a grant. It is a 
request for additional borrowing power. I firmly believe that every 
cent which the Congress votes us for the construction of the seaway 
will eventually be repaid during the 50-year span. 

Gentlemen, as a newspaperman, I was one of those who was shocked 
when we had the first billion-dollar Congress. That was in the second 
decade of this century, less than 50 years ago. All of us know the 
problems that confront the Congress today with respect to appro- 
priations and the size of the Federal budget. We are not living in a 
static economy, gentlemen; we are living in an extremely dynamic 
economy. Railroad rates have practically doubled since World 
War II. Transportation rates still are going up. If the boys in the 
automotive industry get increases in wages, you may be sure that the 
railroad employees will ask for increases in wages. The railroads, 
of course, are our primary competitors with the seaway, competitors 
for traffic. And as a consequence, you may be assured that rates are 
going up and the capacity to pay increased tolls will increase. 

Dr. Danielian made the statement that he believes that the tolls 
will be paid over the 50-year period. I agree with him. I also agree 
with him that, like every other business, it is going to take some time 
to develop a sufficient volume of trade to meet all the interest and 
amortization charges, which, of course, are heaviest at the beginning 
of the pericd when you have the largest amount to do. 

I have always felt that 1965 would be about the break-even period 
on it. Prior to that time, we would probably run a loss. [ still 
believe that, gentlemen. 

Now, take the great automotive business in my own State. We 
did not manufacture 6 million cars 50 years ago, or 40 years or 30 
years ago. The business grows over a span of time. This trade is 
going to grow. 

Now, if I may briefly tell you just what is happening along that 
line at the present time—omitting the first half of my testimony. 

We had our first foreign-flag vessel in the Great Lakes in 1931, 
when the Swedish steamer Anna came into the port of Chicago. We 
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had at the advent of World War IT 4 lines and 17 ships. The war 
destroyed the entire fleet, and foreign yards began rebuilding them, 
immediately after the war, in 1945. Last year we had 19 lines with 
approximately 100 ships giving service to the Caribbean points, South 
American points, Mediterranean points, north European and west Eu- 
ropean points. 

e have seven steamship conferences in the lakes—namely, Great 
Lakes- United Kingdom Eastbound and Great Lakes-United Kingdom 
Westbound; Great Lakes-Bordeaux-Hamburg Range Westbound and 
Great Lakes-Bordeaux-Hamburg Range Eastbound; American Great 
Lakes-Mediterranean Eastbound and American Great Lakes-Mediter- 
ranean Westbound; and the Great Lakes-Scandinavian-Baltic East- 
bound Conference. 

We have service, as I say, to Caribbean and South American points. 
And through these conferences we have achieved stabilization of rates, 
regular sailings properly spaced, and orderly dispatching. 

Now, the trade is growing. I want to tell you, as vice chairman of 
the Port Commission of Muskegon, a little community of about 100,000 


_ population, just what has developed there. 


About the time the Seaway Act was passed, we had an overseas 
tonnage of about 500 tons. In 1955 we had 5,000 tons, Last year we 
had 35,000 tons—70,000 tons if you take our Canadian tonnage. And 
we anticipate overseas this year 35,000 tons. 

We have organized a corporation. We are leasing one of these 
foreign-flag vessels for continuous operation during the season. We 
are going to transport Michigan pea beans and navy beans to Euro- 
pean ports. That was a type of commerce that was never considered 
in previous surveys. And we are going to bring back foreign clays 
and miscellaneous cargoes to our industries. 

Now, there is something of importance to Michigan agriculture and 
industry. 

And I may add that on the 17th of April 10 of our local business- 
men are flying to Europe to cement these trade alliances and to develop 
new ones. 

I point this out as being typical of what is happening in the Great 
Lakes regions in the way of developing trade. 

Now, physically, too, we are getting ready. As Mr. Brockel pointed 
out, in the Chicago Cal-Sag area $24 million has already been spent 
within the past 18 months by Chicago Regional Port Authority in 
building a first-class marine terminal which will be a transfer point 
for barge traffic on the Mississippi River and overseas traffic. Facil- 
ities include 320,000 square feet of transit-shed space, 42,000 square 
feet of open bulk dock area, a back-up warehouse, and two grain ele- 
vators with an aggregate capacity of 13 million bushels. 

Now, Chicago Regional is selling another $2 million of bonds right 
now to additional facilities. 

Mr. Brockel has told you about Milwaukee. 

The newly created Detroit Port Authority is sponsoring a $70 
million project for port development which has been presented to 
Wayne County Board of Supervisors with request that it be submitted 
to the voters. And there is a private group that is endeavoring to 
finance a combined industrial and port district in the area south of 
Detroit. 
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Toledo has set up a port authority and contemplates spending 
some $20 million, mostly for expanded grain-handling facilities, 
Cleveland is spending some $5 million for passenger-freight terminals 
and freight terminals. Buffalo is talking in terms of $27 million for 
the port. 

Mr. McGrecor. Mr. Chairman, owing to the time, I notice the 
witness is reading from his testimony, which is before this committee. 
J would suggest that he file the report with the committee, 

Mr. Bevuxema. I will be happy to do that, Mr. Chairman. And I 
have practically completed the summary of what is going on. I was 
just going to mention that practically all the smaller ports are doing 
substantially the same thing. 

In other words, gentlemen, the Great Lakes is readying itself for 
this new commerce. It is going to be a matter of some years before 
we build up a trade that will meet all the costs. But again I want 
to say I firmly believe that by 1965 we will have reached that break- 
one point, and we will be taking care of these additional costs as 
well. 

Thank you, Mr. Chairman and gentlemen. 

Mr. McGregor. Mr. Chairman, I have one question. I recognize 
that you represent a great number of users of this product. And I 
am wondering if you will say that you will be in complete accord with 
increasing the tolls that your users will pay in order that we might be 
in compliance with the law, that the bonds will be retired by the 
revenue. Would your users be in compliance with that? 

Mr. Beuxema. Mr. McGregor, I am in a dual position. I am a 
member of the Seaway Board. I am also a representative of the 
users. I am perfectly willing to wait until the committee that has 
been appointed by the Canadian authority and our own submits 
its report. We have agreed on a conference. At that time we will 
sit across the bargaining table and work out a schedule of tolls or 
rates, which I trust will meet the needs of the Corporation in meet- 
ing its responsibility under the Seaway Act. 

Mr. McGrecor. Well 

Mr. Grorce. Will the gentleman yield. Shouldn’t we have this 
committee, then, wait until you meet with Canada, because you have to 
have a joint agreement on rates that are charged. Shouldn’t we wait 
until we find out what you people are willing to do and what the 
shippers are willing to do? 

Mr. Beuxema. You are quite right, Mr. George. We are not in a 
position to discuss tolls at this moment. We do not have the informa- 
tion. And I think Dr. Danielian, in his statement, stated that he 
represented at least 80 percent of the users. He was simply giving 
preliminary notice to the committee that in defense of the interests 
of those users, he was going to be prepared to fight for a lower 
schedule of tolls, particularly during the early years. And that was 
my understanding of his testimony. 

Mr. Grorcr. Dr. Danielian was here in a different capacity today 
than he was before. 

Mr. Bevxema. That is correct. 

Mr. Grorce. Before he was a proponent of the seaway, and today he 
is a protector of the users of the seaway. 

Mr. Scnerer. And I think the users should be a little more frank 
in saying what they intend todo. I come from a railroad town. When 
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this bill was up, there was a lot of opposition. I argued in support 
of my position, because I voted for this seaway project, that the users 
said to us here, before our committee, that through tolls they were 
going to make this a self-liquidatin project, and it was not going 
to cost the Government of the United States anything. After listen- 
ing to the doctor’s testimony, I am convinced we are going to subsidize 
this in some way. 

Mr. Bevxema. I’m sorry, but I cannot agree with you. 

Mr. Scuerer. If you read his whole testimony, you cannot escape 
the conclusion that the United States is going to subsidize this project. 
I am just pointing out to you that I said I was going to vote for this 
seaway largely because of some persuasive arguments made by m 
former chairman, Mr. Dondero, and that I was not going along with 
the railroads because I thought the seaway was a great and needed de- 
velopment. I still think the seaway is a great thing. But I promised 
that the seaway was not going to cost the Government of the United 
States anything; that the users were willing to pay sufficient tolls to 
liquidate the project over a period of 50 years. 

But now I just don’t see how this is possible, because I don’t think 
even $140 million is the limit you are going to eventually require. 

Mr. Bevxema. Mr. Scherer, we are building a tremendously big 
business, and it is going to take some years to reach maturity. The 
seaway is the same as any other business in this respect. Again I say 
by 1965 we should reach break-even. 

Mr. Scuerer. You have some arguments there carrying considerable 
weight. But I am saying that the users said they would be willing 
unequivocally to pay tolls that would liquidate this thing. Now, today 
you say you want to discuss that further. 

Mr. Grorcr. They have to make a deal with Canada. 

Mr. Buarnix. Mr. Beukema, are you also a member of the Advisory 
Board ? 

Mr. Beuxema. That is correct. 

Mr. Brarntk. Is the Board undertaking a study, under the direction 
of the Administrator, of the toll rates and the basis upon which these 
rates shall be fixed ? 

Mr. Beukema. We are making that study at the present time. The 
Committee is not ready to report, as I understand. And until the 
Committee is ready to report, I think we should suspend judgment. 

Mr. Buiatntk. Before the Committee reports, will any contact be 
made with the users or potential users ? 

Mr. Bevuxema. Arrangements have been made for public hearings 
at key points on the Great Lakes. 

Mr. McGregor. When will you have that report ? 

Mr. Breuxema. I cannot tell you. 

Mr. McGreeor. In other words, you are asking us to complete the 
project, although it is 100 percent additional cost—and I noted your 
comment a little bit ago that you were hoping to reduce the toll rates 
per ton. 

Mr. Bevxema. No. 

Mr. McGrecor. I hope I misunderstood you. 

Mr. Beuxema. Yes; I did not mean to leave that impression at all. 

Mr. BiarntK. You said public hearings will be held at all the major 
ports of the Great Lakes? 
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Mr. Beuxema. Yes. My statement is this. There is going to be 
an escalation in transportation costs over a span of 10, 20, 30, 40, 50 
years, over the entire period, because that is the type of civilization 
wearelivingin. Toll rates under that escalation will become a minor 
consideration. They may be a major consideration in the early years. 
when the trade is built, but they are going to be a minor consideration 
over a span of 50 years. 

Mr. McGreeor. I cannot understand your argument that the toll is 
going to be a minor consideration. Taxes in the United States is 
certainly a major consideration, and if we are going to add 100 percent 
to the cost of this project, that means more cost of a product, and 
means more taxes for the people back in my district, and that means 
less dollar value. And that is of major importance. 

Mr. Beuxema. May I make myself clear. I was speaking in ref- 
erence to the rate structure of commodities moving, we wil] say, from 
Chicago to Oslo. The tolls will be a minor consideration over a span 
of years. They may be a major consideration in the early years, but 
they will be a minor consideration, because that rate structure will go 
up in common with everything else. 

Mr. McGreeor. Will you agree with this. The tolls will be a major 
consideration until we pay off the bonds. 

Mr. Beuxema. Definitely. The bonds should be paid off. 

Mr. Buatnux. Any further questions? Thank you, Mr. Beukema. 

(The full statement of Mr. Beukema is as follows :) 


STATEMENT OF JoHN C. BEUKEMA, PRESIDENT OF GREAT LAKES Harpors ASSOCIATION 


Your witness is John C. Beukema, of North Muskegon, Mich. I am testifying 
for and in behalf of Great Lakes Harbors Association, as its president. The 
association is an organization of 42 municipalities, port authorities, and chambers 
of commerce in the Great Lakes region. 

We recommend and urge the enactment of legislation increasing the borrowing 
power of St. Lawrence Seaway Development Corp. in the amount requested; 
namely $35 million. 

In making this recommendation we are mindful of the considerations of 
economy that motivate Congress. They merit our highest respect. 

However, this is not a request for a grant, or for an extension of authority, or 
the undertaking of new activities. It is a request for authority to borrow suf- 
ficient funds to finish a job authorized by Congress; a project on which large 
sums have already been expended and substantial additional commitments made, 
and a construction program that will have no usefulness until it is fully complete. 
The moneys advanced will be repaid through the medium of tolls levied against 
vessels and cargoes passing through the canal and locks. 

About 30 percent of the work, on an overall basis, has been coinpleted. Most 
of Long Sault Canal has been excavated. One-half of the concrete for Eisenhower 
and Grasse River locks has been poured. Contracts have been let for other 
facilities. 

The seaway is not one of these projects from which portions can be lopped 
off as nonessential. We are taming some of the wildest water on the North 
American Continent, a river with an average flow of over 237,000 cubic feet per 
second, with a drop of over 90 feet in the sector being improved. Channels must 
be dug to the requisite depth to permit safe navigation by vessels drawing 25 
feet of water. Locks must be constructed and gates installed. Aids to naviga- 
tion must be provided together with all the miscellaneous equipment and enter- 
prise of this character requires. It is imperative, therefore, that Congress pro- 
vide the necessary funds to finish the job. 

It is, of course, within the proper province of Congress to inquire whether the 
affairs of the corporation have been conducted with prudence and sound business 
judgment; i. e., whether there has been any waste or extravagance. We do not 
believe that evidence of the latter will be found. The seaway administration, 
te our personal knowledge, has endeavored to exercise every economy and to 
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avoid all unnecessary expenditure. For instance, when the Canadian Seaway 
Authority decided to construct a latteral canai and lock at Point Iroquois our 
seaway administration promptly decided to defer work on a similar canal at Point 
Rockway Channel, with a consequent saving of some $21 million. 

Your witness further recalls that the Administrator announced at the outset 
of operations, after the first bids had been received, that he hoped to build the 
seaway within the amount authorized, namely, $105 million, and to return some 
money to the Treasury upon completion. That this achievement is not possible 
is due solely to considerations beyond the corporation’s control. May we briefly 
recite certain items for which additional funds are required: 

(1) Dredging at Cornwall Island, below Barnhart Island powerhouse.—One 
of the results of this dredging is to reduce the tailwater level at the powerhouse. 
Primarily however, it is necessary in order to provide a safe channel 27 feet 
deep for navigation. Three groups of works were originally outlined by the 
United States Army Engineers, viz, works for power purposes, works for naviga- 
tion only, and works common to both power and navigation. The Seaway Act, 
as approved by Congress, provides that the Corporation is authorized to perform 
only such work as is necessary for navigation, i. e., the second of this group of 
three. The original estimates did not provide for control of the crosscurrents 
set up below the powerhouses in the south Cornwall Island Channel, since these 
were only revealed when a model subsequently built was test checked. Dispute 
arose with the power entities on the question of relative responsibility. It was 
settled by compromise and a division of the cost on an approximate 50-50 basis. 
We feel the agreement was fair to both parties. The net result, however, was 
an unanticipated increase in cost to the Seaway Corporation of over $12 million. 

(2) Aids to navigation.—It is the well nigh universal practice of the United 
States Coast Guard to supply these aids. In the present instance, because the 
Seaway Corporation is a Federal entity receiving earnings from tolls on vessels 
and cargoes, the Comptroller General ruled that it should provide same. The net 
increase in cost to the Corporation will be approximately $3,228,000. 

(3) Thousand Islands section.—The original estimate of the United States 
Engineers on the cost of building a 27-foot channel through the Thousand Islands 
section was $1,766,000. A more detailed survey, following enactment of the Sea- 
way Act, disclosed a need for deepening the channel to 29-5 feet. The channel 
is a tortuous one, with swift waters and rocky points and shoals. The new plan 
calls for the removal of about four times as much rock as the original plan. 
The cost in this sector has mounted to $10,602,000; an increase of $8,836,000. 

(4) Long Sault Canal excavation.—The first 2 contractors who bid on Long 
Sault Canal excavation bid 36.1 and 38.1 cents per cubic yard respectively. 
Actual costs are running from 75 cents to $1.25 per cubic yard, we are informed. 

Your committee is familiar with other items of increased cost; namely, wall 
armor along the operating wall of each lock, a vertical life emergency gate at 
Hisenhower lock as a substitute for a guard gate, rehabilitation of spoil areas so 
as not to leave an unsightly blot on the countryside, training dikes at Polleys Gut 
to control the current at the lower entrance to Grasse River lock, and the con- 
struction of facilities for public use. 

There is one other factor that affected costs—the increase in construction costs 
in recent years. The estimates made by the United States Engineers 5 years 
ago, prior to the passage of the Seaway Act (Public Law 358, 88d Cong.), no 
longer have validity. Hence, over and above the physical obstacles which were 
encountered, and which have affected subsequent bidding, we have a substantial 
price escalation. 

To summarize, we submit that the several items we have enumerated are 
natural and inescapable increases in cost for which provision must be made in 
order to complete the job. 

II 


May we speak briefly on the port developments that have taken place in the 
Great Lakes area since the inception of this project. 

As the committee is aware, access to the sea has been the dream of the Mid- 
west for more than a third of a century. Despite the limitations on navigation 
created by the present 14-foot canals in the St. Lawrence River, efforts to de- 
velop an overseas trade in ships making continuous voyages to and from lake 
ports began as early as 1931 when the Swedish steamer Anne arrived in the 
port of Chicago with a cargo from Europe. 

The first regular line service was instituted in 1933. At the opening of 
World War II we had 4 lines with 17 ships in the trade. The war destroyed the 
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entire fleet. Foreign yards began rebuilding in 1945. Today we have 19 lines 
with approximately 100 ships. We have seven steamship conferences in the 
Takes, viz: 

Great Lakes-United Kingdom Eastbound Conference. 

Great Lakes-United Kingdom Westbound Conference. 

Great Lakes-Bordeaux-Hamburg Range Westbound Conference. 

Great Lakes-Bordeaux-Hamburg Range Eastbound Conference. 

American Great Lakes-Mediterranean Eastbound Conference. 

American Great Lakes-Mediterranean Westbound Conference. 

Great Lakes-Scandinavian-Baltic Eastbound Conference. 

We have also service to Caribbean and South American ports. Through 
these conferences we have achieved stabilization of rates, regular sailings prop- 
erly spaced, and orderly dispatching irrespective of the amount of cargo avail- 
able at a port on a given date. 

The trade is growing. May I tell the experience of my home city of Muskegon, 
Mich., a community of approximately 100,000 population? 

When the Seaway Act was passed in 1953 our overseas trade was negligible. 
By 1955 we developed a movement of some 5,000 tons overseas cargo, both in- 
bound and outbound. In 1956 we had 35,000 tons. Muskegon Harbor Commis- 
sion, of which your witness is vice chairman, anticipated a movement of 35,000 
tons overseas through the port in 1957. Moreover we are developing a type 
of commerce not considered in previous surveys, namely, a movement of Mich- 
igan-grown pea beans and navy beans to European ports, canned goods to South 
American ports, etc. We have organized a corporation which is chartering 
its own vessel to carry these products during the 1957 season. It will bring 
back foreign clays and miscellaneous cargo from Europe. Here are the begin- 
nings of a trade that may mean much to both Michigan agriculture and industry. 

I might add that 10 of our local businessmen are flying to Europe April 17 
in an effort to develop additional trade connections. 

Seaway general cargo trade will probably be a matter of slow growth, as has 
been anticipated. But the potential is there, and it is developed more rapidly 
than we dared anticipate. What has been done at Muskegon will be done at 
other Great Lakes ports. 
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Physically, too, our cities are getting ready for the new trade. In the Chicago 
Cal-Sag area $24 million has been spent by Chicago Regional Port Authority in 
building a marine terminal that will be an important transfer point between 
barge traffic on the Mississippi River and oceangoing ships. Facilities include 
320,000 square feet of transit shed space, 42,000 square feet of open bulk dock 
area, a backup warehouse, and 2 grain elevators with an aggregate capacity of 
13 million bushels. Another $2 million of bonds, collateralled by long-time leases 
on these facilities, is now being offered the public. 

Milwaukee, which has one of the best equipped ports on the Great Lakes, is 
spending another $5 million to expand its facilities. The newly created Detroit 
Port Authority is sponsoring a $70 million project for port development which 
has been presented to Wayne County Board of Supervisors with request that 
same be submitted to the voters. A private group is endeavoring to finance a 
combined industrial and port district to the south of Detroit. 

Toledo has set up a port authority and contemplates spending some $20 million, 
mostly for expanded grain-handling facilities. Cleveland is spending some $5 
million for passenger freight terminals. Buffalo is talking in terms of $27 
million for the port. In Muskegon, which has one of the most highly mecha. 
nized wharves on the Great Lakes, with both dry and cold storage, cement silos, 
transit sheds, backup warehouse, and commodity dock, a private operator has 
purchased a site for a similar facility. Similar developments of greater or less 
importance are taking place at smaller ports like Erie, Saginaw, etc. All this 
demonstrates that the interest is great and genuine, that the people of the 
lake ports are alert to the new opoprtunity for world trade being offered, and 
are prepared to make the necessary investments to obtain their share of the 
trade. Our primary difficulty is to restrain enthusiasms and keep them within 
proper bounds. 

General cargo will represent only a small fraction of the commerce to be 
earried on the St. Lawrence. But it will be a highly remunerative commerce 
from a tolls standpoint, as compared with bulk commodities like iron ore, 
grain, coal and coke, and petroleum products. 
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In conclusion, we are Great Lakes Harbors Association sincerely hope that 
the Seaway Corporation may be implemented with the necessary funds to com- 
plete its project on schedule, which means 27-foot navigation by the spring of 
1959. 

Mr. BiatniK. The hearings are adjourned and the Chair will call 
an executive session perhaps Tuesday or Wednesday of next week. 

(Whereupon, at 12:25 p. m. the hearings were adjourned.) 
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WEDNESDAY, APRIL 17, 1957 


House or REPRESENTATIVES, 
ComMITTEE ON Pusiic Works, 
Washington, D. C. 


The committee met at 10:20 a. m., in room 1302, New House Office 
Building, Hon. John A. Blatnik presiding. 

Mr. Biatnix. The House Committee on Public Works will come 
to order in a public hearing for further consideration of H. R. 5728, 
by Mr. Blatnik, and H. R. 5729, by Mr. Broomfield, identical bills, to 
clarity the general powers, increase the borrowing authority, and to 
authorize the deferment of interest payments on borrowings of the 
St. Lawrence Seaway Corporation. 

It is the thought of the Chair that in the first half of the morning 
or so, if it be the will of the committee, we may well complete the 
public hearings with questioning of the Administrator of the St. Law- 
rence Seaway Development Corporation, and General Holle, of the 
Corps of Engineers. You will recall last week when the hearings 
were being conducted we were a little pressed for time, and there were 
some members who were unable to complete their questioning and 
expressed the desire that they be given a further opportunity. So 
Mr. Lewis Castle and General Holle, will you please take the wit- 
ness chairs. 

Mr. Castle, we have your statement and the testimony of last week. 
I would suggest that you make a brief oral summary of your testi- 
mony, comparing the new estimated costs as of 1956 or 1957 with the 
earlier Corps of Engineers’ estimates of 1952-53, and refresh our 
memories on the major items for which the costs went up, and finally 
summarize the justification for the increase in borrowing authority 
as requested in this legislation. 

Mr. Scupper. Mr. Chairman, could I be heard for just a minute 
to make a correction ¢ 

The press carried the story, and I would like to have the record 
corrected, that I said I was happy about the situation. I said I was 
very unhappy about the conditions that have occurred at the St. Law- 
rence Seaway, and then I qualified it by saying that I favored the 
St. Lawrence seaway and power project being considered as two sep- 
arate projects, one for the power development and one for the seaway 
peck a yee However, I am certainly not happy about the situation 
which has developed. Iam unhappy about it. 

Mr. Byrne. You look kind of happy up there. 

Mr. Broomrrerp. Mr. Chairman, if I may, I would like to make 
a request of Mr. Castle when he is giving his summary before this 
committee. 
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As you will recall, at a recent hearing we had, Dr. Danielian raised 
several questions, and I would like, and I am sure the committee would 
—— Mr. Castle’s opinion on these different questions. If he 
will cover them in his summary, we will be grateful. I will tell you 
the two questions that I have in mind. 

Mr. Biarnrx. Not to interrupt you, Mr. Broomfield, but may we 
have the short summary statement of the problem before the com- 
mittee, and then we will follow up with your questions? Will that 
be satisfactory ? 

Mr. Broomrietp. Fine. That will be all right, Mr. Chairman. 

Mr. Buarnig. Mr. Castle. 


STATEMENT OF LEWIS G. CASTLE, ADMINISTRATOR ; ACCOMPANIED 
BY M. W. OETTERSHAGEN, DEPUTY ADMINISTRATOR; E. REECE 
HARRILL, ASSISTANT ADMINISTRATOR AND COMPTROLLER- 
TREASURER ; RAYMOND F. STELLAR, CHIEF ENGINEER, ST. LAW- 
RENCE SEAWAY DEVELOPMENT CORPORATION, AND MAJ. GEN. 
C. G. HOLLE, SPECIAL ASSISTANT TO THE CHIEF OF ENGINEERS; 
COL. LOREN W. OLMSTEAD, DISTRICT ENGINEER, BUFFALO DIS- 
TRICT OFFICE; AND RICHARD H. HART, ASSISTANT TO GENERAL 
HOLLE, CORPS OF ENGINEERS, UNITED STATES ARMY—Resumed 


Mr. Castie. Mr. Chairman and gentlemen: To review briefly for 
the benefit of those who may not have been present at the last two 
hearings, the original estimate that our Corporation inherited when 
the Corporation was created by the passage of Public Law 358—the 
actual estimated cost of construction—was in the neighborhood of 
$88 million. We then deferred or elected not to build Point Rock- 
way, N. Y., which was included in that $88 million, and which called 
for an expenditure of about $21 million, thus reducing our basic cost 
estimate to around $66 million to $67 million. It has been said we 
have increased our costs by 99 percent since we are now estimating 
our completion cost at $133 million, and are therefore asking for a 
$35 million additional amount to spend beyond our limitation at the 
present time of $105 million. That is correct. That is an increase 
of that percentage. 

However, I am sure that this committee and the users of the seaway 
facilities would have been satisfied had the project been completed 
within the $105 million. So all we are asking for is an additional 
$35 million, or about 33 percent of the original limitation imposed 
on the Corporation. 

The need for this additional money is divided into three categories. 
First, our price index increased 2214 percent. That comes to over 
$19 million. Our designed basic planning cost changes are around 
$10 million. The items added amount to close to $37 million and 
comprise things which were not anticipated at the time when the bill 
was debated or the costs estimated. 

For instance, we found by further tests that additional dredging 
had to be done in certain areas of the river. The Bureau of the Budget 
declared that we should pay for the navigation aids which will be 
installed on the river. That was an item of around $3 million. It 
may be less than that, but that was our original information as to 
the cost of that item. 
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This additional dredging in the Thousand Islands section comes 

— close to $7 million. There were some improvements in the 
esign of the lock sills coming to $600,000. b 

Mr. Jones. Mr. Chairman, may I ask a question at that point? 

Mr. Buatnirx. Mr. Jones. 

Mr. Jones. You say the Bureau of the Budget requested you to 
include the item of $3 million for navigation aids and related facili- 
ties. Did you concur in that finding of the Bureau of the Budget, 
Mr. Castle? 

Mr. Casrie. Well, we were resistant to it, but it was the Bureau 
of the Budget and the Comptroller General, who felt the same way, 
that instead of putting an imposition on the general taxpayers it 
should be a cost anand on the seaway users. 

Mr. Jones. But you did not concur in the Bureau of the Budget’s 
findings with respect to this $3 million item ? 

Mr. Castip. I say we finally concurred in it, but we were not happy 
about it. 

Mr. Jones. That was what I was asking you. You are still un- 
happy about it ? 

Mr. Castie. Yes; that is right. 

Mr. Jongs. All right. 

Mr. Casrie. But that was just another case of the unexpected and 
unanticipated increase in our costs. 

We lengthened our guide walls as a matter of convenience and 
safety to shipping, which was $1,300,000. There were certain changes 
in the design of the guide walls which came to $1,400,000. 

Then there was excavation in the Long Sault Channel of $2 million 
in addition. To protect the concrete lock walls in our locks, steel 
lining had to be installed at a cost of pretty near $800,000. 

I could go on and mention a few more items, but these were items 
which were just not conceived of by the architects in 1952. 

It is a very logical belief that in trying to determine the cost to 
an exactitude that it was just impossible to do it. By further tests 
and through experience we have found that these additional items 
had to be added to our estimated cost. For that reason we are here 
now and have submitted amendments to our bill which will provide 
for this extra $35 million. 

Now, there are two other features of our bill. One is to defer inter- 
est until after we receive or begin to receive revenues from shipping 
tolls on cargo. ‘The other feature of the bill, the third amendment, 
is to give us a little more general power or expand some of our powers 
to operate a highway toll bridge and charge for services which me may 
perform in some type of marine services, and draw up the language of 
the bill so as to provide those authorities. 

Those comprise the three amendments in our bill. Does that cover 
in brief, Mr. Chairman, about what you had in mind ? 

Mr. Buarntk. Mr, Castle. with respect to such additional construc- 
tion costs which were not included in the original design, such as auxil- 
iary facilities, navigation aids, administrative offices, and these other 
items you have listed here—am I correct that normally those costs 
are not added on to the construction cost of a particular project in 
the regular process of direct Federal construction carried on by the 
Corps of Fngineers? 
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Mr. Castrx. You mean the costs of the Corps of Engineers? Or 
how do you mean that? 

Mr. Biarnix. Let us assume, as it was originally proposed, that this 
re should be a federally constructed project, built by the Corps 
of Engineers in a similar way to other projects such as Bonneville 
Dam. Under those circumstances these auxiliaries or additional facili- 
ties, like navigation aids and the other things you rave listed, would 
not have normally been added on as a construction cost of that project, 
would they ? 

Mr. Castiz. I do not know what the procedure is under circum- 
stances of that kind, when the Corps of Engineers have complete 
charge of the construction program; but they would certainly have 
to obtain the funds for those additional items if they started with a 
lower estimated cost. 

Mr. Buarnrg. General Holle, will you answer that question? 

General Hoitz. Yes, sir. Mr. Chairman, you are correct in your 
assumption that many of these costs would not occur and appear as 
construction costs. Some of this plant would be purchased out of plant 
funds with the facilities of the Corps of Engineers available. Per- 
haps these additional items would not have to be constructed, or at 
least not initially. 

Again referring to the navigation aids, of course, although it would 
apepar in the economic consideration of the project, the actual appro- 
priation would be to the Coast Guard. So under the present setup 
of a corporation, these additional costs which occur are very under- 
standably ones which were not presented in the 1952 estimates, which 
were purely construction cost estimates. 

Does that answer your question ? 

Mr. Buatnrx. It doen. Would I be correct in saying then, General 
Holle, there is no other Federal construction project in the country in 
which these extra costs are added on to the cost of the project, whether 
it be a harbor improvement project or a hydroelectric project, a recla- 
mation project, or a flood control project? This Corporation which 
was set up for the construction of the St. Lawrence Seaway, because 
of its corporate character is the only one that takes on all of these 
auxiliary facility construction costs which are added on as part of the 
project cost ¢ 

Of course, this will be important in connection with the tolls that 
will be charged, because it does raise the project cost higher than was 
originally expected, or than is normally included in the cost of other 
similar projects. 

General Hore. Yes, sir. I would agree with those statements. At 
the risk of belaboring a point, I think I would like to make a very 
brief statement in co at to your comment that there is no other 
project in the country like this. 

I think we should view this project in the light and the atmosphere 
of its international nature. It is a vast project of a billion dollars. 
It is a project involving 2 governments and 4 entities, that is, the 
United States and Canadian Governments and 2 seaway entities, 
namely, the Canadian Seaway Authority and the United States Sea- 
way Corporation and the 2 public power entities, namely, the Power 
Authority of the State of New York and the Hydro Electric Power 
Commission of Ontario. It is a most complicated partnership project 
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and one important aspect of it leading to the higher costs is that in 
order to get returns from this billion-dollar investment, it is desirable 
from the power entities’ point of view to get it completed in the shortest 
possible time. I emphasize the word “possible.” 

In order that the seaway be usable, it is desirable from the seaway 
point of view that it be completed in the shortest possible time. 

In that connection, the original estimates were based upon a some- 
what longer construction period. The construction period has been 
reduced al an expected 6 to 7 years, during which time perhaps 
more time would be taken for planning and construction and we would 
not be under such a high pressure, to what is now actually a 4-year 
construction period. 

We have been faced with the economic consideration of the desir- 
ability of getting it finished, as I said, in the shortest possible time, in 
order to get it in use. 

Mr. Biatnrx. Am I correct in saying that the two major items of 
cost in general terms involved in this total increase would be those 
additional costs charged to the Long Sault canal and locks, where 
we have an item of $714 million above the original estimates? These 
appear on page 14 of your “Justifications,” Mr. Castle. 

Mr. Caste. That is right. 

Mr. Buatnrk. And the second big unexpected item not included in 
your original construction cost estimates in 1952 and 1953 will be the 
dredging in the South Channel at Cornwall Island and the training 
dikes, involving a total additional cost for the Cornwall Island section 
of $15,829,000. ‘This does not include the $6 million which was agreed 
to for each of the power authorities, the Canadian and the American, 
and the two navigation authorities. 

Here with the items of the Long Sault canal and locks of $714 million 
and the Cornwall Island section of $15,829,000, we have a total of about 
$23 million just between those two. 

Mr. Staurrer. Mr. Chairman, may I ask two questions? 

Mr. Buatrnig. Yes, Mr. Stauffer. 

Mr. Sraurrer. I think it is very important that we fix the amount 
of additional cost here which might later on not be taken into ac- 
count for separate tolls. As I understand it, there are only $3 million 
here which were insisted upon by the Bureau of the Budget and the 
Comptroller General’s Office. Is that right? 

Mr. Castie. That is right. 

Mr. Sraurrer. So if we ever get to the point of fixing tolls based 
on the cost of the seaway, that $3 million might be an item of cost; 
but when you refer to some $20 million that, of course, is a legitimate 
extra cost of the canal and should be taken into consideration when 
the tolls are finally fixed ? 

Mr. Castie. Yes. 

Mr. Buatnirx. My purpose here was merely to pinpoint what you 
have in mind, namely, that the two major construction cost items 
which were not included in the original estimates were the ones I have 
mentioned. I wanted to bring out why they were not included in the 
original cost estimates, and in both cases justifiably so. So we have 
a clear picture now of the substantial increase in the construction costs. 

Mr. Batpwin. Mr. Chairman. 

Mr. Buarnix. Mr. Baldwin. 
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Mr. Baipwin. As I understand this point, however, Mr. Chairman, 
unless we were to take steps to modify the original act as passed in 
1954, all of the costs incurred by the seaway will be costs that they 
will have to take steps to obtain reimbursement for through tolls on 
the users. Is that not correct ? 

Mr. Buarnix. That is correct. 

Mr. Batpwin. So if we pass this bill in its present form, it will be 
up to the St. Lawrence Seaway Development Corporation to take steps 
in setting their rates so as to fix a rate which they feel will reimburse 
them for all funds that they borrowed from the Federal Government 
in order to construct the seaway and to pay off all of these charges. 

I would like to ask one question in that connection, Mr. Castle. 

Has the seaway corporation, in the light of these increases, made 
any further studies to verify whether in your opinion you are going 
to have any problem in collecting the additional tolls required in 
order to be able to be solvent in the light of these additional costs? 

Mr. Casrie. We have progressed in our studies, which have not 
been announced, between the Canadian committee and our own com- 
mittee, to the point where we feel today that by a system of deferment 
of principal payments until we can develop adequate total tonnage 
volume, we can continue to make this a sib liguidleting project. 

Mr. Jonxs. Will the gentleman yield for a question, Mr. Baldwin? 

Mr. Batpwin. Yes; I yield. 

Mr. Jones. Mr. Castle, did not the Secretary of the Army this year 
transmit a letter to the Congress informing the Congress that there 
had been a recapitulation of the toll estimates, and there would be 
sufficient income from tolls to retire the increased obligations brought 
about by the increased cost of construction ? 

Mr. Castix. That is right. It will still be a self-liquidating and 
self-sustaining corporation, and we think that the toll rate will be 
satisfactory to the users. 

Mr. Biarnrx. Any further questions on my right ? 

Mr. Jones. Yes,sir. I have several questions. 

Mr. Castle was kind enough to submit to the committee the infor- 
mation I requested from him when he was here before. I presume 

Mr. Buatnix. This is the information submitted in response to the 
1957, signed by Mr. Lewis G. Castle, Administrator, directed to you, 
that the chairman has looked at the letter bearing date of April 12, 
Mr. Chairman. I would like to refer to it. 
questions you propounded last week. 

Mr. Jones. Yes. Without objection, I would like to have it included 
in the record, because I want to refer to it. 

Mr. Biarnik. Without objection, it is so ordered. 

(The document referred to is on p. 57.) 

Mr. Jones. Now, Mr. Castle, you have a cost estimate for the entire 
project of $133 million. That anticipates completion on what date? 
Mr. Castix. July 1, 1958, it will be ready for 14-foot navigation. 

Mr. Jones. No, sir. I mean when will the entire project be 
completed ¢ 

Mr. Castie. There will be some works that will not be completed 
until the spring of 1959, when we open up our 27-foot navigation: 
but there will be navigation facilities available in 1958 for 14-foot 
navigation, and in the spring of 1959 for 27-foot navigation. 
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Mr. Jones. What is the very earliest date that you expect the sea- 
way to be completed as contained in the act of 1954, and as contained 
in the amendment which, if enacted, would become the law, and which 
is presently pending before this committee and before the Congress ? 

Mr. Castie. I would say that the project would be 99 percent con- 
tracted for in the spring of 1959. We will probably defer some dredg- 
ing and some other refinements to a later time, when we have more 
staff and more time. 

Mr. Jones. How does that figure of $133 million compare with the 
estimate submitted to the committee in 1954? 

Mr. Castix. We go back to the $88 million figure as the original 
estimate of cost. 

Mr. Jones. Yes, sir. 

Mr. Casrix. And that was reduced to $66 million by the elimination 
of Point Rockway Lock and Canal. 

Mr. Jones. How much will you need annually to carry out the 
orderly construction of the project? 

Mr. Casrie. Annually? 

Mr. Jones. Yes, sir. 

Mr. Casrie. From now on? 

Mr. Jones. Yes, sir. 

Mr. Castie. I will have to ask my assistant. What is the plan for 
your next fiscal year, Mr. Harrill? 

Mr. Harru. The plan is to incur obligations and award contracts 
for all of the work within the next fiscal year. 

Mr. Jones. How much will that be? 

Mr. Harruz. We now have approximately $86 million obligated, 
so we will need the difference between that and $133 million. 

Mr. Jones. How much money do you have on hand at the present 
time of the $86 million already obligated ? 

Mr. Harritt. We have spent about 50 percent, or about $40 million. 

Mr. Jonrs. How much ? 

Mr. Harri. $40 million. 

Mr. Jones. And you have issued bonds to the Treasury in what 
amounts ¢ 

Mr. Harritz. $40 million. We only issue bonds as we need to pay 
bills. 

Mr. Jones. How many bonds do you expect, or what amount of 
bonds do you expect to issue to the Treasury in this next year? 

Mr. Harruw. In fiscal year 1958, $48 million. 

Mr. Jones. $48 million ? 

Mr. Harritu. Yes, sir. 

Mr. Jones. That will leave a balance of how much ? 

Mr. Harri. It will leave a balance to be completed in the fiscal 
year 1959 of about $23 million or $24 million. 

Mr. Jonrs. You will not. issue bonds. to the Treasury for that $23 
million this coming year, will you? 

Mr. Harri. No, sir; we will not. 

Mr. Jones. Why not? 

Mr. Harri. Well, we award the contracts and it takes several 
months to do the work. We do not issue bonds until we get ready 
to pay the contractor. In that way we save interest costs. 


91576—57 -6 





78 SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


Mr. Jones. Yes, sir. Do you think that is a good business practice, 
not to issue bonds to the Treasury until such time as you need the 
money ¢ 

Mr. Harem. Yes, I do. Our borrowing authority gives us a line 
of credit with the Treasury. By doing that we save interest during 
construction and thereby save on the tolls which the shippers are going 
to pay. 

Mr Jones. Do you know of anything in the act at the present time 
that would be a restraint upon you in issuing more bonds than you 
think would be needed by the Corporation, so as to assure the Congress 
that they would have full and complete knowledge of what the man- 
agement of this Corporation was doing at all times? As you under- 
stand, under the bill that authority given you does not require approval 
from the Congress of the United States This committee has had a 
similar proposition before it, and we were most earnest and most 
diligent to inquire into that specific problem. So I am sure my good 
friend over there, who raised some of these questions, would insist with 
equal earnestness that it also be applied to this Corporation, because 
there might be malfeasance or mismanagement occurring. That is 
the reason that has been advanced for suggesting this. 

Therefore, if you come back to Congress each year for each addi- 
tional appropriation and for concurrence on what your activities have 
been up to that time, then in a way we are approving what you intend 
to do in the future and you will receive approbation as to what you 
have done in the past. Do you not think that would be a good policy 
for the Congress ¢ 

Mr. Harem. Under the Government Corporation Control] Act the 
Seaway Corporation has to submit its entire program to the Congress 
through the Appropriations Committee. 

Mr. Jones. I appreciate that, but you also have an obligation to 
report to the Congress in annual reports, do you not? 

fr. Harrm. Yes, sir; we file an annual report each year. 

Mr. Jones. The Government Corporation Control Act does not 
require it to present in detail to the Congress what it observed as to 
your activities, does it ? 

Mr. Harri. Under the Government Corporation Control Act, the 
General Accounting Office is required to make a detailed audit and 
submit it to the Congress each year. 

Mr. Jones. That is right, but your detailed account to the Con- 
gress of the United States is more specific than the Government Cor- 
poration Control Act of 1945 requires in its detailed report to the 
Congress, is it not ? 

Mr. Harri. Yes, sir; I think our report is more detailed. 

Mr. Jones. So actually your annual report to the Congress is the 
same type of report given by all Government corporations, as required 
in their acts, requiring them to make an accounting to the Congress 
of the United States. Isthat not true? 

Mr. Harry. That is right. 

Mr. Jones. Do you think that is a wise and prudent policy for the 
Federal Government to pursue ? 

Mr. Harrix. I do not get the eng of the question. Is it wise 
to oubenit a report, or are you going back now to the borrowing ques- 
tion? 
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Mr. Jones. The question is whether there should be closer scrutiny 
by the Congress of the activities of this Corporation. 

Mr. Byrne the other day, when we were questioning officials of the 
Tennessee Valley Authority, felt that some of these people might be 
issuing bonds and that they would take the money and catch a boat. 

Mr. Byrne. I said a series of boats. They could not all get on one 
boat. 

Mr. Harri. The Corporation Act makes its officers and employees 
subject to all general penal statutes relating to public moneys and 
properties. The Corporation has to account to Congress for its trans- 
actions. 

Mr. Jonrs. Thank you very much. We are just having a little 
good time here. 

Mr. Harrinz. Thank you. 

Mr. Jones. Now, Mr. Castle, your item here of $8,097,000 is the 
amount of average annual carrying charges, which includes debt 
retirement, interest, and maintenance and operation costs. Is that 
correct ¢ 

Mr. Castie. Yes, sir. 

Mr. Jones. How much more is that than you estimated in the 1954 
proposal to this committee ? 

Mr. Castix. I am getting confused on those figures. I will have 
to ask Mr. Harrill to give an answer to that. 

Mr. Jones. Off the record. 

( Discussion off the record. ) 

Mr. Jones. The question I asked is, How does that compare with 
the figures in the 1954 estimate ? 

Mr. Castte. I do not know if we have estimates for 1954 as to our 
annual costs. It may be a part of the hearing records, but I do not 
recall them, Mr. Jones. 

Mr. Jones. The reason why I asked that question is to find out or 
obtain some guess as to how that is going to affect the toll rate. 

Mr. Castix. We are hoping to have finalized by our own research at 
the present time what we think we will receive in the way of tonnage 
volume. When we have that in more accurate form, plus what we 
know will be our ultimate cost to complete the seaway, then we can 
come up with a rate which we think will be adequate to take care of 
amortization of principal, payment of interest and overhead, during 
the operation period, all of which comes in this figure. 

Mr. Jones. Do you have a memorandum of your discussion with the 
Canadian authorities ? 

Mr. Castrx. Yes. 

Mr. Jones. About what the toll rates would be ? 

Mr. Castie. Yes. Weare working with them now. 

Mr. Jones. Would you mind telling the committee about the memo- 
randum of agreement you have with the Canadians on tolls and the 
schedule of tolls? 

Mr. Castie. We have no agreement at the present time. They are 
still studying the whole picture, but our findings to date are such 
that we are very confident we can meet this program of debt reduction 
over the 50-year period, and at a rate of tolls which will be satis- 
factory to the users. Mr. Harrill might read here what we have pro- 
jected in the way of that. 
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Mr. Harrmu. As contained in the 1953 hearings, the requirement 
for the United States portion was $5,774,938. That is computed at 
an interest rate of 314 percent. Our pr ojection is at the same rate, and 
amounts to $8,097,000. 

Mr. Jones. "Yes, sir. 

Mr. Harri. So it has gone up from $5,700,000 to $8,097,000 in that 
period of time. 

Mr. Jones. And I suppose there would be a commensurate increase 
in the toll charges as compared to the increased cost of the annual 
carrying charges / 

Mr. Castine. What we are.trying to do, Mr. Jones, is—I think we 
have repeated this slogan last week—is to make a toll rate which will 
be low enough to attract traffic and high enough to pay off our debt. 
There is no reason why we should impose on the present users a cost 
high enough to cover this increased cost of completion when the people 
using this seaway over the next 50 years should also pay that cost. 
Therefore, we are trying to arrive at a low rate. We can defer the 
payment of principal and continue to pay interest and as soon as our 
tonnage volume arrives at a certain point, we can then retire debt 
and have it completely retired in a period of 50 years, according to 
our present estimates. 

Mr. Byrne. Will the gentleman yield at that point ? 

Mr. Jones. Yes. 

Mr. Byrne. Mr. Castle, what in your opinion will the completion of 
this project do for ports such as Chicago, Milwaukee, Detroit, and 
Cleveland, as far as navigation is concer ned ¢ 

Mr. Castix. Well, I think that the ports of Chicago and Toledo and 
Milwaukee, C leveland, Detroit, and many others, are going to see great 
benefits from the results of this increased transportation service on 
inland water. 

Mr. Byrne. And among the benefits, will there be different types of 
ships which will come from the different parts of the world to such 
seaports as Chicago and the others you have named ¢ 

Mr. Casrix. Those are the cargo ships. We emphasize the import- 
ance to our economy in connection with bulk freight and bulk cargo, 
such as coal and grain, ore, petroleum, and limestone. Those will be 
the bigger ships of 20,000 tons capacity, and perhaps more. We will 
have many foreign- flag ships and many American-flag ships in there 
in foreign service, however. Right now Chicago and Milwaukee have 
about three-hundred-and-some-odd sailings a year out of those ports. 
The tonnage may increase. We do not know. But generally speak- 
ing, we are very optimistic and the outlook is very promising for 
all of those ports in the Great Lakes, as well as Toronto, Montreal, 
and Port Arthur on the Canadian side. 

Mr. Byrne. As a result of this project you are receiving coopera- 
tion from cities such as Chicago and the like, and they are spending 
considerable sums of money to coordinate with this plan, are they 
not? 

Mr. Castie. Yes, indeed. Chicago is making a very advanced pro- 
gram of expenditure for facilities there. Milwaukee is doing the same 
thing, and Cleveland, and Toledo, and Detroit, I think, have plans. 

Mr. Byrne. Each one of those cities is already spending vast sums 
of money in anticipation of this project ¢ 
Mr. Castrie. That is right. 
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Mr. Byrne. And they are spending it out of local funds? 

Mr. Castix. That is right. 

‘Mr. Scupper. Will the gentleman yield ? 

Mr. Jones. Let me ask one more question and I will be through. 

Mr. Castle, in the event that the Congress does not pass an extended 
authorization and the $88 million heretofore authorized has been ex- 
pended without the completion of the job, are you of the opinion that 
the Canadians will proceed with the completion of the project? 

Mr. Castiz. Absolutely. 

Mr. Jones. Without the United States? 

Mr. Castix. Absolutely. 

Mr. Jones. Do you think then if they would continue without the 
United States participation that this would be constructed by the 
Canadians at a cheaper cost, and therefore we would have a lower toll 
rate than if we continue to participate ? 

Mr. Castiz. I do not know whether it would be a cheaper expendi- 
ture. Their own costs have gone up 6214 percent at the present time. 
To complete the job as an all-Canadian seaway would cost much more 
money. They would have to install another canal and another lock. 

Mr. Jones. Are they not building alternate routings along with the 
joint business ? 

Mr. Castie. No, but they could attempt an all-Canadian seaway 
as they planned in 1951 by going around the powerhouse and dam at 
Barnhardt Island. 

Will you point that out, Mr. Stellar? 

Mr. Sretiar. Yes, sir. 

Mr. Jones, Mr. Castle is referring to the canal on this side of the 
river. 

Mr. Jones. Yes, sir. 

And they are continuing to do that; are they not? 

Mr. Castte. What is that? 

Mr. Jones. They have built the walls up there. 

Mr. Castie. They built a closure treatment up there, for use when 
we flood back the pool, which could be available for a lock at some 
time. No doubt that will be done when.the traffic justifies it; when 
the facilities presently being constructed are not adequate to take care 
of increased traffic. 

Mr. Jones. That is all. I will not take up any more time. 

Mr. Scupper. Mr. Chairman. 

Mr. Biatnik. Yes, Mr. Scudder. 

Mr. Scupper. I think in all fairness to the committee we should 
have a breakdown as to what the extra costs are that are contemplated 
in your letter. We should have a memorandum which will give us 
some of the information that Mr. Jones has received. 

Mr. Castier. I think you have that information in that material on 
your dock. 

Mr. Scupprr. I think it should be available so we will know where 
we are going. 

Another question I wanted to ask you is, when this project was first 
under consideration it was argued that the harbors of the Great Lakes 
area would not be deep enough to accommodate the ships which would 
use the 27-foot canal. So what you are referring to is that Chicago, 
Toledo, Cleveland, and some of the other cities are deepening the chan- 
nel so that they can avail themselves of the depth of the canal we are 
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constructing and can accommodate ships from foreign countries, with 
heavy cargo which will demand a 27-foot depth in the canal. 

Mr. Castix. For the average cargo ship it will not require at our 
various lake ports, as far as 1 am informed, the full 27-foot depth at 
the slips. However, the bulk cargo boats which carry ore particularly 
will probably need in certain places a deeper draft. In those ports 
where ore is received from the Mesabi Range of the West, or the poten- 
tial areas of Labrador and Quebec, such ports as Ashtabula and Lo- 
rain and other places, I think they have adequate depths there to take 
care of a pretty heavy load. 

Mr. Scupper. You think they have? In all fairness, I think this 
committee should know whether the ships which are traveling through 
this deeper channel can get into these ports without further contactin 
the Congress for more money in a to deepen these harbors. 
think it is only fair that we should have that information, and if and 
when the additional money you request is granted then we should 
know that that is what will be required in order to make this facilit 
operative. I feel that is something we should certainly have. e 

ould have the costs of the operations in detail so that the Congress 
will know when we act this time that we are providing the maximum. 

Mr. Fatron. Will the gentleman yield ? 

Mr. Scupper. Yes. 

Mr. Faxon. To answer the gentleman’s question, $115 million has 
already been authorized for lake channels. 

Mr. Scupper. That is right. 

Mr. Fation. $115 million. That is more than the first estimate of 
the cost of the seaway. 

Mr. Scupper. But that does not include the entrances to these har- 
bors. It was distinctly mentioned, as I recall, that these harbors would 
not be deep enough. That was one of the arguments against the 
project. 

After we completed the seaway, it was said that the ships which 
would load to capacity, in order to operate economically through a 
27-foot canal, would not be able to get into the harbors. I think that 
is something worth considering when we talk about expanding oper- 
ations in view of what has happened—in order to back up the conten- 
tion that you need this further money, I believe we should have a 
breakdown in detail, so that the Cengress will know when we authorize 
this money we will not be called on again to deepen the harbors, be- 
cause they will not accommodate the ships that travel the canal. 

Mr. Avouincioss. Will the gentleman yield ? 

Mr. Scupper. Yes. 

Mr. Avcutncioss. Will not the gentleman also include in this re- 

uest any expense involved in deepening the channels in the lakes 
themselves? Some of the channels in the Great Lakes have to be 
deepened in order to permit passage of these vessels. 

Mr. Casrix. I think that is what General Holle referred to. There 
has been a connecting channel bill passed in the last session of Con- 
gress, whereby the St. Marys, St. Clair, and the Detroit Rivers are to 
be deepened. That is now under construction; is it not, General Holle? 

Mr. Scupper. Is that separate from the canal bill ? 

Pad Caste. It is separate from the activities of our Corporation. 
es. 
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General Honix. Mr. Scudder, would you like me to respond to that ? 

Mr. Scupper. Yes, please. 

General Horie. I would like to say you are asking Mr. Castle for 
information which is beyond the realm of the Seaway Corporation in 
building the seaway. As you know, Congress authorized our deepen- 
ing of the connecting channels and the Great Lakes, and that authori- 
zation and the economics of it were based on the Great Lakes shipping 
alone, without the benefit of any St. Lawrence seaway shipping. The 
Congress authorized also surveys and studies of various lake ports, 
and by a resolution last year it directed a comprehensive survey, which 
is now underway, by the Corps of Engineers, covering all of the major 
lake ports. 

To respond directly to your question, the funds for connecting chan- 
nel deepening and port improvement are not included in the seaway 
estimates. There is the presently estimated cost of $136 million for 
the connecting channels, and there will undoubtedly be projects pre- 

osed for the continued improvement of major harbors on the Great 
akes, but those will not be part of the Seaway Corporation’s activi- 
ties or come under the Seaway Corporation’s jurisdiction. 

Mr. Scupprr. General, will that then be an added request to the 
Federal Government for another $136 million? Do you feel that there 
will be a request for an additional $136 million as you have presently 
surveyed it, in order to justify the operation of the seaway/ In other 
words, you now have a harbor which will only accommodate a ship 
drawing 14 feet of water, and then we construct a canal which is going 
to accommodate the large ships which will have to carry ore an 
whatnot, and they do have to have deeper draft. You would not be 
able to dock the large ships, so we will have to spend $136 million more 
according to your present plans to deepen the harbors so these ships 
can us the harbors after the completion of the seaway ¢ 

General Hotiz. Mr. Scudder, in reply to that direct question, I will 
try to clarify it by pointing out that the connecting channels project 
is already an authorized project by the Congress. It is a Corps of 
Engineers project and it will not be in addition to what we are now 
discussing. It is already authorized and it was justified based on lake 
shipping alone without the benefit of the seaway traffic. 

Does that. answer your question ? 

Mr. Scupprer. No; it does not answer my question, General. We 
started this project to get ore into the various harbors. It was my idea 
that this seaway project would be constructed for X amount of dollars. 
Now, we have come up with a much larger request, which is necessary 
in order to complete the canal. After we have completed it, we find 
that we are out in the middle of the lake with a canal and we have 
shallow waters in the harbors. Then there will be an added cost to 
the Federal Government, and the Corps of Engineers will come in 
with a report saying that, in order to get into Chicago, Detroit, or 
Cleveland, or whatever the port may be, it is going to cost so many 
millions of dollars. When we do that, this project swells to a point 
where it will maybe double again before they can have the full use of 
the seaway. 

If you have a seaway which will bring ships into the lakes, the 
cannot sit out there in the middle of the lake and expect to be sauadak 
They cannot do it economically, at least. So it will require further 
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deepening and much greater expense to get them into the harbors. 
That is the point I have in asking this question. 

I think we should be advised as to whether the seaway is going to 
be workable after it has been completed. 

Mr. Biatrnrk. Will the gentleman yield on that point ¢ 

Mr. Scupper. Yes. 

Mr. Buarnix. On that point, General Holle, you were saying that, 
even without the seaway you would still require deeper channels and 
harbors to accommodate the new and larger Great Lakes boats, par- 
ticularly ore carriers and other carriers. Is that not correct? 

General Hotz. That is correct, Mr. Chairman. 

Mr. Buarntx. The channels downstream, as I recall it, are 25 feet 
or more in depth, and they are 21 feet upbound. They are not shallow. 
All of the larger boats now are 25 feet in draft. We have these tremen- 
dous ore boats which are up to 700 feet in length. The existing seaway 
channel is only 14 feet deep, and the average length of the boats using 
it is only 250 to 270 feet, which is less than half of the size of the 
existing lake carriers. So, even without the seaway, improvements 
of the connecting channel is necessary and has already been authorized. 
In addition, this committee has directed the Corps of Engineers to 
make a study to see what improvements should be made, if any, in 
the major ports of the Great Lakes. Those improvements would be 
regular Corps of Engineers projects, Mr. Scudder, and would be 
apart from the St. Lawrence seaway project, which is the sole and 
complete function of the St. Lawrence Seaway Development Cor- 
poration. 

Mr. Fatton. Will the gentleman yield ? 

Mr. Buarnix. Yes. 

Mr. Fation. What is the depth of the Sault St. Marie locks? What 
is the depth of the channel there ? 

Mr. Castix. Twenty-one feet upbound and 25 feet downbound in 
the channel. 

Mr. Fatton. Twenty-five feet ? 

Mr. Casttx. Yes. 

Mr. Bratntx. The sills are already at 30 feet. Is that correct? 

General Houix. I was going to interrupt, with your permission, to 
make that point, that at the Sault Ste. Marie Locks the sills have 
30-foot depths. 

Mr. Fatton. I think what the gentleman from California was trying 
to point out is that it was testified to here before, in order for the 
seaway to meet its expectancies or to bring about its greatest benefits, 
that a lot of channels and harbors in the lakes will have to be deepened 
to 27 feet. 

Mr. Scupper. That is right. 

Mr. Avcutncwoss. General, I understand that the locks at the 
Welland Canal are not large enough to accommodate and carry the 
increased traffic. Although I realize that the Welland Canal comes 
under the Canadian Government, is the Canadian Government doing 
anything to correct the situation so that it will not be a bottleneck ? 

Mr. Castix. They will be uniform in dimensions, Mr. Auchincloss. 
The depth and width and length of those locks will be uniform with 
the other facilities to be built by the Seaway Authority of Canada and 
our own Corporation. We feel, with the larger ships being put into 





SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 85 


service with larger tonnages, that’ we will exceed the present estimated 
capacity by quite a substantial amount. You will have fewer ships, 
but with a greater tonnage. So the Welland Canal will not be a 
bottleneck for any appreciable time in the future. 

Mr. Aucurnoxoss. I think your point, Mr. Seudder, is that, unless 
some improvements will be made in the harbors and the connecting 
channels of the Great Lakes to handle this extra traffic, there is no 
sense in going ahead and building the canal itself. 

Mr. Scupprer. That is my point. I cannot see where we are going 
to get the maximum use out of the seaway unless we have harbors which 
will accommodate the ships that are proposed to develop the traffic. I 
think it is fair to say that we should insist on a good estimate, to know 
where we are going before we get in any further on this project. 

I am sympathetic toward assisting in working this out, but I do not 
think we should get further in without knowing what we are going 
to be confronted with the future. 

Mr. Castie. I think, Mr. Scudder, you will find out, of all the ports 
on the Great Lakes on the Canadian and American sides, that there 
are not very many ports where these so-called large laker ships termi- 
nate, They goto Cleveland, Detroit, Ashtabula, Lorain, and Chicago, 
but it is not a very major number of ports on the Great Lakes com- 
pared to the whole. I think most of the ports will handle the depth 
that the ships will load to. 

For many years, I know, ore shipments from the head of the lakes 
at Superior destined for Buffalo, which had at one time quite a shallow 
depth, were handled so that they would unload part of their cargo at 
Cleveland and Detroit, and they would carry on to Buffalo with 
the balance of their load, which would compare with the facilities at 
the Buffalo unloading harbor. 

Mr, Scupper. Mr. Castle, that is a pretty general statement. You 
say some of them, or many of them, might. not be able to accommodate 
the capacity loads. The reason why we are building this canal is 
to get a capacity load through it. I do not think it is economically 
feasible to be shipping ore into the Great Lakes areas unless you 
can get a large ship in there, because we have had to deepen many 
of our harbors to 42- and 44-foot depths in order to get ore ships in. 
If we are going to have to use the smaller ore ships in order to traverse 
a 27-foot canal, then how are you going to get the big ships in there 
that are going to require 40 to 44 feet? 

Mr. Castitx. Not 44 feet. They will load to about 25 feet. 

Mr. Scupper. I was speaking comparatively. We have authorized 
44-foot channels in some of the harbors, and they say we will have 
to deepen them to a greater depth even than that to accommodate 
the modern ships. At least, we should have a harbor. depth which 
will permit you to take advantage of the 27-foot channel. 

Mr. Casrie. My point was, Mr. Scudder, that there are very few 
ports on the Great Lakes where ore is terminated. They have to be 
going either to Pittsburgh or Youngstown or Gary, so it does not 
affect very many ports, and those ports where they terminate with 
their ore loads can accommodate at the present time a ship which 
will carry a load of 20,000 to 25,000 tons, and probably at a level of 
25 feet. 

Mr. Scupper. The strongest argument we had, Mr. Castle, is the 
one which has been made right along, that you have to have a canal 
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deep enough to haul, economically, Labrador ore into the Great Lakes 
area. 

Mr. Castte. That is right. 

Mr. Scupper. We could get ore in now in 14-foot-draft ships, but 
this deepening was supposed to make it more economical. 

Mr. Castix. That is right. 

Mr. Scupprer. That was why we were to have a 27-foot channel. 
Now we should have pretty well pinpointed, so that we will know 
where we are going on this project and know the ports which will 
receive ore and where it will be necessary to have a 27-foot channel. 
Then this committee and the Congress should be advised of what they 
can expect in the future. I would like to have this project resolved 
definitely, so that we will know the future obligation of Congress. 

Mr. Buatntx. May the Chair point out that the Corps of Engineers 
has now underway a survey to determine exactly the type of traffic, 
the modifications necessary, and the costs. That report will be sub- 
mitted to the Congress when it is completed. 

Mr. Byrne. Will the gentleman yield? I heard Chicago mentioned. 
Can I get off at Chicago? Will the gentleman yield? 

Mr. Buarnix. The Chair is proceeding in order. May we proceed ? 

Mr. Byrne. I thought I was proceeding in order. I heard Chicago 
mentioned and I wanted to get off there. 

Mr. Buatnik. Proceed. 

Mr. Byrne. Gentlemen, if I may—and if I am not being too pre- 
sumptuous—it was mentioned that most shipments do now terminate 
in some cities, and 20,000 tons or so is the usual or customary load. 
Is that correct? 

Mr. Castix. Loads of that size move in the laker type of ship. 
There are not many of those on the Great Lakes now. There are 
some on the drawing boards. We anticipate there will be larger ships 
in length and beam and capacity to carry the loads in 27-foot-draft 
channels. 

Mr. Byrne. In a situation where there was a ship of that kind with 
a 20,000-ton load on the Great Lakes which wanted to get to Chicago, 
how would it go after this project is completed ? 

Mr. Castie. It will go right up the usual channels, but until the 
connecting channels are dredged to a little deeper depth 

Mr. Byrne. You are talking about changing the channels to a 
deeper depth. Some of that work is underway now; is it not? An 
example of that is the Calumet-Sag project; is it not? 

General Horie. The Calumet-Sag project is a shallow-draft project. 
It is not for deep shipping. 

Mr. Byrne. But it is Seine changed at this time to take care of 
larger ships; is it not? 

Seeauad Horie. That iscorrect. The Calumet-Sag is an authorized 
project and underway, just as the connecting channels are authorized 
projects and are underway. 

Mr. Byrne. And when you were speaking before, General, of con- 
necting-channel and Great Lakes shipping and lake ports, you had 
in mind some such projects as the Calumet-Sag project, did you not? 

General Horzz. I had in mind that the lake ports will have to be 





deepened to take care of the shipping that will use the connecting 
channels, whether or not the seaway is ever built. 
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Mr. Byrne. And that particular part is underway and is being 
pushed along, or encouraged by the fact that this St. Lawrence Water- 
way-is under construction ; is it not? 

neral Horie. That is correct. 

Mr. Byrne. And cities like Chicago, Milwaukee, Detroit, and others 
are spending considerable sums of money with that very thought in 
mind, in anticipation and in the belief that there will be greater ton- 
nage and more ships coming to those ports. Is that not true? 

General Hoxie. That is correct. Those cities are preparing for 
the expenditure that is the normal obligation of the port, and not the 
Federal expenditure. 

Mr. Byrne. And they are digging those lakes and channels to 
greater depths; are they not? 

General Hotix. The Corps of Engineers, under the authorized 
project, is deepening the connecting channels. 

Mr. Byrne. And they are widening those channels, also, are they 
not ? 

General Hotie. There is some widening at bends in connection with 
the deepening. 

Mr. Byrne. In other words, there have been some bottlenecks be- 
fore, and they are being corrected by widening; are they not? 

General Hottie. That is correct, at several bends. 

Mr. CrarK. Will the gentleman yield ? 

Mr. Byrne. I do. 

Mr. Crark. May I point out, Mr. Chairman, there is not a port in 
the world that has not had to do some dredging if they want more 
business. Is that not right? 

General Hottie. Yes, sir. 

Mr. Criark. So, if a port on any of the lakes wants to get more 
business and a bigger amount of business, they are going to have to do 
some dredging in order to get more and larger business from the other 
ports. I think it should be brought out that if you want more busi- 
ness you are going to have to spend a little money and get larger 
ports, and do a little bit more dredging and, as the Corps of Engineers 
pointed out, that has already been authorized in years before. 

Mr. Fation. Mr. Chairman. 

Mr. Buatnix. Mr. Fallon. 

Mr. Fatxon. Mr. Castle, I guess you and all of the other members 
know that when Congress finally enacted this legislation it did so on 
the assurance that the project would be self-liquidating from tolls. 
One of the greatest witnesses for the seaway project—and he was 
quoted on the floor of the House at the time the bill reached the floor— 
was General Pick, then Chief of the Army Engineers, who testified 
on the subject. He said that the annual economic carrying charges 
for the new navigation facilities on the St. Lawrence seaway are esti- 
mated at $16,712,000. The sum includes the cost for operation and 
maintenance, repairs, interest on the investment, amortization with 
an interest rate of 214 percent. He went on further to say, and I 
quote: 

Comparison of anticipated toll revenue, at least $36 million yearly, with an 


annual economic carrying charge of $16,712,000, demonstrates the navigation 
facilities on the St. Lawrence seaway can be made self-liquidating. 
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That was the strong statement made by General Pick, and it was 
used many times to bring’ this legislation to a successful conclusion. 
Now we find a different condition existing here today. 

The thing which worries me more than anything else, Mr. Castle, 
is in how many more years you are going to find that you need much 
more than you are asking for today. I say that because, just 2 years 
ago in a speech that you made before the Toledo Chamber of Com- 
merce, you said, and I quote: 

We are granted the authority to borrow as much as $105 million from the 
Treasury for construction purposes, and repay that sum from toll revenues to 
be collected after the completion of the St. Lawrence project. Consequently, 
this program is not deficit spending or public aid. Our estimates are such as 
to assure fairly conservatively that we can retire the moneys which we will 
spend in this work within a 50-year period and possibly much less time, 
including interest accruing during the construction period. 

That leads up to the question I want to ask you. Do we have any 
assurance that either you or your successor, or the Corporation, will 
not be back here in another year or two and say that you have to 
reestimate it again? Do we have any assurance as to that? 

Mr. Castie. Mr. Fallon, at the time when that talk was made in 
Toledo I was very sincere in my belief that our estimates at that 
time were accurate. 

Mr. Faxon. I do not doubt your sincerity, or General Pick’s sin- 
cerity, but you see what has happened in the last 2 years. 

Mr. Castiz. That is correct, and there are grounds for doubt, be- 
cause we do not know. However, I will say this: We have tried to 
be as accurate in our estimates as possible, and will continue from this 
point on, and we are halfway through our project, so that it can be 
performed without coming back again. As to acts of God, or other 
unforeseen events,! cannot guarantee, but I am strongly of the opinion 
we can make it a self-liquidating project, and this committee and 
Congress and the country will be proud of its operation. 

Mr. Fauion. I want to say again it was a very strong statement 
both from you and General Pick, and yours was made in the last 2 
years. I certainly hope so. I am on your side and I hope you do 
not have to do as much as you estimate. 

Mr. Biatnrx. Mr. Edmondson. 

Mr. Epmonpson. No toll bridge authority was provided in the 
original 1954 act. Is that correct? 

Mr. Casrie. That is right. 

Mr. Epmonpson. Are any free bridges being replaced or made 
unusable by the construction of the canal, or its operation ¢ 

Mr. Castitx. No. A bridge is being demolished because it is too 
low a level bridge to provide for navigation. It is part of the toll 
authority which operates from Cornwall to the United States side, 
across the north channel and south channel of the St. Lawrence River. 

Mr. Epmonpson. That is presently a toll bridge? 

Mr. Castiz. That is right. 

Mr. Epmonpson. Is it planned to have toll bridge users under this 
new authority pay part of the cost of the canal? 

Mr. Castie. Well, that will go into our general fund, I presume, 
and it will apply against the cost of the bridge, and also apply 
against the cost of our other investment in seaway facilities. The 
Canadians and we ourselves have not worked out a program of ac- 
counting on that subject yet. 
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Mr. Epmonpson. I was simply interested in knowing whether you 
intended to confine your toll bridge charge to repayment of the cost 
of the bridge, or whether it was intended to have these people using 
the bridge pay part of the cost of the canal. You said you wanted 
to have it pay part of other facilities, other than the bridge itself? 

Mr. Casrie. In our own accounting system you can take your re- 
ceipts and apply them first probably against the investment in the 
bridge, and future receipts against our debt to the Government for 
providing the seaway facilities. Now there may be some question 
as to how much of the bridge cost should be applied to the toll base. 

Mr. Epmonpson. I personally would object very strongly to giving 
authority to the seaway to run a profitmaking concern to help pay 
for the cost of the canal and its bridges because I think, while I ap- 
prove of the idea of having tolls on the bridges to liquidate the cost, 
still I think it should not be a device to reduce the tolls for the users 
of this canal. You have answered the question. No further 
questions. 

Mr. Castrix. We will have to provide some type of substitute bridge 
anyhow when we demolish the present bridge which is the only means 
of traffic crossing between the United States and Canada. Mr. Stellar’s 
pointer is indicating where the bridge will be between Cornwall Island 
and the United States mainland. 

Mr. Epmonpson. Thank you, Mr. Chairman. No further questions. 

Mr. Buarnix. Any further questions on my left? The gentleman 
from Florida. 

Mr. Cramer. Mr. Castle, I am as concerned as some of the other 
members seem to be, although I have not had the privilege of being 
present at all the hearings, but I have read the statements made. 
With regard to the possibility in the future of having requests made 
for additional authorization I would like to direct a couple of ques- 
tions to that fundamental problem. First, when the act was enacted 
and the St. Lawrence Seaway Development Corporation was set up, 
apparently there was no policing authority, or no overseeing authority 
Jeft to Congress other than as in this instance, in increasing the author- 
ization. Is that correct? Congress has no jurisdiction over the 
matter after the act is passed, except in an instance such as this where 
authorization must be increased. 

Mr. Casrie. Yes; as far as your committee is concerned, that is 
right. 

Mr. Cramer. There were representations made, as I understand it, 
at the time of the passage of the initial act, as to what the project 
would encompass and what it would cost. Do you not believe that 
where a substantial change is made, or a substantial modification, or 
where there are new features in design changes made which will have 
the obvious effect of your having to come to Congress for additional 
authorization, and which will have the second apparent effect of this 
project possibly not being able to be a self-liquidating one, then do 
you not think that Congress or at least this committee ought to have 
some presentation made to it concerning these design changes, when 
they are substantial ? 

Mr. Castir. Well, I can say this, Mr. Cramer. Based upon about 
March of 1956 we thought that possibly the project might be com- 
- pleted—and I believe I announced it last week—for about $103 mil- 
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lion. We were then faced, sir, with some unexpected additions which 
came out of model testing and which came out of our understanding, 
or misunderstanding between ourselves and the power authorities as 
to the liability for dredging and the cost of navigation aids, and many 
other features, which have overnight fallen on our shoulders. There 
was hardly adequate time at that time, in the spring of 1956, to com- 
plete all of our estimates and figures and attempt to make an appear- 
ance before Congress before it went out of session. 

That is why it was felt more advisable to wait until 1957 to know 
exactly what we would have to have to complete our project and 
present it to you at that time for additional authorization. 

Mr. Cramer. I am not arguing with the need for the additional au- 
thorization. Nor am I questioning the judgment of the Development 
Corporation in making these recommendations. What I am asking 
you is, do you not think in regard to these two fundamental problems 
that are involved, which I previously expressed, that Congress, through 
this committee or otherwise, ought to be consulted with respect to 
these things, namely, fundamental and substantial design changes and 
these policy questions which must be decided and which have a definite 
effect on the ability of the Corporation to repay the money lent it by the 
Federal Government? ‘These are matters which are certainly of inter- 
est to the taxpayer. 

Mr. Casrix. Of course this project is not a burden on the taxpayer, 
Mr. Cramer. You remember this is a self-liquidating project. 

Mr. Cramer. You say it is, but there are others who say it is not; 
and the further along you get on the cost of it the less self-liquidating 
it willbe. That isthe point I am driving at. 

Mr. Casrix. According to the language of the bill it is a self-liqui- 
dating project. 

Mr. Cramer. I know, and that is what we want to try to do; keep it 
a self-liquidating project. That is the point. 

Mr. Caste. The fact is we have employed the Corps of Engineers 
as our design and contracting agent—a body of our military force 
which is very experienced in this type of construction work, together 
with our own staff of engineers. Then there is the control which the 
Bureau of the Budget and others have on our expenditures. 

I think it would impede no doubt the progress of a program of this 
magnitude if we had to come back to Congress for every project that 
had to be changed according to experience. That is entirely up to your 
conception of the responsibility of this committee and others, but I 
fee] we have approached this with a great degree of moderation in our 
conception of expenses and economies, and it has been just as dis- 
appointing to us as to any member of this committee to see these 
increases which took place through inflation and extra costs which were 
thrust upon us which were not anticipated. 

Mr. Cramer. Could I ask you one more question? Would you have 
any objection, or do you think that the Development Corporation, or 
the users association will have any objection to this committee requir- 
ing periodic reports as to substantial changes in features or designs, 
so that the committee can have some idea as to where we are heading in 
regard to this authorization ¢ 

Mr. Castix. We will probably have all of our contracts let in the 
next 6 months, and I answered to a half a dozen different departments 
of the Government if we are going to spend all of our time making up 
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reports and appearing before committees, I do not know how we will 
accomplish our job, That is my immediate reaction to your proposal. 
If we submit every item of change in design to your committee—— 

Mr. Cramer. That was not my proposal. 

Mr. Castiz. I thought that was what you said. 

Mr. Cramer. No, sir; it was not. I said where there was a substan- 
tial change in new features and design which will have a substantial 
effect on possibly increased authorizations which will be needed, or on 
the ability of the Seaway Development Corporation to repay these 
funds and to be self-liquidating, that the committee ought to have an 
opportunity to review those design changes; or, in the alternative, at 
least the committee ought to have a report submitted to it as to design 
changes, and justifications for it. 

Mr. Castix. I think the general will concur with me that practically 
all contracts will be let and designs will be made, and there will be very 
few changes between now and the completion of the project, but we are 
willing to produce anything to you people that you ask for and desire 
in the way of information and assistance. We will produce anything 
you may wish in that direction; but I do not think there will be any 
major change in the next year before we complete the 14-foot naviga- 
tion facilities, that is, anything which will be of major importance so 
as to demand such an appearance. However, if you so desire, I see no 
objection to it. 

Mr. Cramer. All right. Just one other question. I am referring to 
this list of $52 million in new features and design changes. Should 
Congress in its wisdom see fit to reduce the authorization requested 
of $140 million, still keeping in mind the need for hoving a good 
facility and accomplishing the overall objectives, which of those 
changes, if any, could be eliminated and not substantially haniper the 
operation of the project? 

Mr. Castix. I doubt very much if we could eliminate anything from 
the major construction program, Mr. Cramer, without failing to pro- 
vide adequate facilities. 

Mr. Cramer. You do not. think any of the suggested features or 
design changes could be eliminated ¢ 

Mr. Castie. There are some features that can be, but to complete 
this work under our present estimates we have to have that extra $35 
million. 

Mr. Cramer. All right. Now, which of those could be eliminated ? 

Mr. Castie. There are just some items like our marine base, and 
things of that sort, which we might defer. We need them all, but we 
will probably have to defer them. The marine base, and certain widths 
in the channel which might be taken down from 600 feet to 450 feet ; 
but according to present estimates of our dredging contracts and other 
things in order to complete this facility properly for the users of the 
seaway, we should have this full amount. 

Mr. Cramer. How about the 2914-foot swept depth channel in the 
Thousand Island section ? 

Mr. Castix. I think that is very important to have that depth for 
ships of the size going through there with the loads they carry and the 
dangers and hazards of upturn pinnacles, surges, and squats which 
take place in shipping. It would be dangerous to have a cutback from 
2914 feet to 27 feet. We discussed that quite thoroughly last week. 

Mr. Cramer. That is all. 








92 SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


Mr. Beatnik. Any other questions on my left? 

Mr. Scuwence.. I have a few questions, but first I want to make 
this observation. I think you have been a very splendid witness here 
and your testimony indicates to me you know what you are talking 
about. I am one member of the committee who is grateful for that 
type of estimate and that type of attitude which you have shown 
throughout, but there are several points I would like to ask you a little 
about. 

One is, what is the present tonnage on the St. Lawrence seaway with 
the present facilities ? 

Mr. Castix. The 14-foot canal which is being transited by the so- 
called canaler type of ship, carries from 2,500 to 3,500 tons. 

Mr. ScuweEncet. What is the present total tonnage for the year? 

Mr. Castie. Fourteen million or thereabouts through the present 
Canadian 14-foot facilities. 

Mr. ScuwenceL. What will be the expected tonnage, or the pro- 
jection ¢ 

Mr. Castie. We hope in the year 1959 to probably carry about from 
30 million to 35 million tons. By 1965 we hope to have over 50 million 
tons. 

Mr. Scuwenceu. Are there tolls on the present facilities ? 

Mr. Castix. No. 

Mr. ScuwEncet. No tolls? 

Mr. Castie. I think the Canadians make a service charge for ships 
going through the Welland Canal of $25 a ship or a trip, or something 
of that sort, but no basic tolls. 

Mr. Scuwencex. That isall. 

Mr. Biarntx. Are there any more questions on my left 

Mr. Dootry. Yes, Mr. Chairman. This question is academic but I 
am interested init. The completion of the St. Lawrence seaway would 
have a depressing or adverse effect on certain seaports along the east- 
ern seaboard, such as New York, Philadelphia, Baltimore, and so on. 
Do you think that situation will intensify as the shipping on the sea- 
way increases, or will it level off, or what will happen ¢ 

Mr. Castixe. No, Mr. Dooley. I feel quite confident although there 
will be a period of adjustment for the eastern seaboard seaports, and 
perhaps New Orleans, I think with the growing interest in cargo ship- 
ping on waterways, and particuiarly upon the new facilities offered 

y the St. Lawrence seaway project, that there will be adequate ton- 
nage to satisfy all ports on the eastern seaboard like Boston, Phila- 
delphia, New York, Baltimore, and others. Baltimore is doing a very 
good job of promotional work and I think that New York is well on 
its toes, too, from all indications, and they will hold a great deal of 
business in competition with us, no doubt. 

I think in due time the adjustments which will take place will be 
satisfactory to all ports involved. 

Mr. Dootry. Thank you. 

Mr. Biarnix. Mr. Broomfield. 

Mr. Broomrrerp. Mr. Blatnik I want to thank you for the oppor- 
tunity of allowing me to ask Mr. Castle a couple of questions here. I 
was quite concerned about some remarks made by Dr. Danielian the 
other day and I would like to get your comment in relation to your 
system of accounts, rate base, property valuation, regulatory bodies, 
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and others in connection with the relocation program of the New York 
Central Railroad. 

Mr. Castiz. Mr. Broomfield, in connection with the relocation of the 
railroad we at one time had planned to install four bridges and about 
43, miles of railroad right-of-way, and similar highway. That pro- 
gram was to cost about $13 million, We finally elected upon the 
determination of the railroad to abandon its facilities, to build 1 
high-level bridge instead of 4 bridges. The seaway entities saved 
about $5 million as a result of this change in plans, and the saving to 
our Corporation was about $3 million. 

So the statement made by Mr. Danielian that we changed the reloca- 
tion at a loss to us of $3 million is just the reverse. 

As to our system of accounts and our definition of a rate base and 
property valuation, and supervisory or regulatory bodies to review 
our decisions, I refer the committee to the fact that we have followed 
the accepted principles and procedures used by various types of public 
utilities and, in addition, have developed procedures to comply with 
statutory provisions set forth in the act creating the Seaway Corpora- 
tion, the Government Corporation Control Act, and the general laws 
and regulations of the Federal Government relating to expenditure 
of public funds. 

The Comptroller General’s Office in their audit of our accounts for 
the fiscal years 1955 and 1956 made the comment that our accounting 
system was excellent, and the internal audit program was well con- 
trolled, and we received their complimentary remarks concerning our 
methods of accounting. 

The rate base is established by section 12 (b) 4 and 5 of our act. 
We have certainly adopted a rate base. 

As to property valuation, it is in accordance with the usual pro- 
cedures for valuing property at original cost and in accordance with 
the property valuation principles set forth by the regulatory bodies on 
oublie utilities. The authori used is also accepted by the National 
Association of Railroad and Utility Commissioners in its accounting 
systems and rate formulas. 

We do have supervisory bodies which review all financial transac- 
tions affecting the Corporation and its rate base. We are subject to 
Federal laws applicable to all Government corporations. As such, 
the annual budgets of the Seaway Corporation are reviewed by the 
Bureau of the Budget and the Congress, and all financial transactions 
are audited by the General Accounting Office under the Government 
Corporation Control Act. 

Reports are made to the Congress and the public on this review, and 
audits are made by the Comptroller Gineral-of the United States. 

i Yh think that answers those questions raised last week, Mr. Broom- 
ield. 

Mr. Broomermrip. Mr. Castle, I want to join Mr. Schwengel in his 
en to you and the way you have proceeded in presenting 
the facts concerning the Corporation. I think it is most unfortunate 
that we find ourselves faced with this problem, but I see no other 
alternative than to go ahead and I think we are mighty fortunate to 
have a man of your caliber heading this Government corporation. 

Mr. Castix. Thank you, sir. 


91576—537—_—-7 
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Mr. Buatnix. Mr. Castle, we have been hopeful that we would be 
able to go into executive session this morning. The first objective of 
the Chair was to give every member of the committee the fullest oppor- 
tunity for further questioning and we appreciate your cooperation 
in combing back. Time has run out a little faster than we had ex- 
pected and we will not be able to go into executive session. 

This brings us to this point, Mr. Castle. Could you give us an idea 
of the pressure for time under which you operate? It is my under- 
standing you would either like to be, or should be, in a position to 
call for bids to let new contracts in the very near future, possibly 
during May and June. Would you give us in more detail your prob- 
lem insofar as getting this increased authorization through is 
concerned ? 

Mr. Castix. The Corps of Engineers are now negotiating with 
dredging contractors a we feel that we should have the authority 
to award contracts by knowing that additional funds are going to be 
made available tous. I was very hopeful that this amendment to our 
bill would be reviewed by the Senate and the House in sufficient time 
to have it acted upon sometime during the month of May. 

Time is an important element to us in a very major sense. I am 
hopeful that the deliberations of this committee can proceed without 
too much delay. 

Mr. Fation. Mr. Castle I want to ask you one question and then I 
will be through. What. is there under this bill that authorizes more 
money? What are your estimated yearly economic charges? 

Mr. astite. We feel between the Canadians and ourselves, Mr. Fal- 
lon, that we need from $24 million to $26 million to take care of annual 
overhead, operation costs and maintenance, interest, and application 
upon 

Mr. Fatzton. What is your anticipated revenue? 

Mr. Castix. Well, we have not arrived at that yet. We have to cut 
the cloth to fit the pattern. For instance, we will know what the 
total toll base will be more accurately when we arrive at our expected 
volume of tonnage and know the final construction costs. We will 
have to come up with what we consider a toll rate satisfactory to the 
users and one which will develop that total overhead. 

Mr. Fatxion. Then in other words you cannot estimate the antici- 
pated toll revenues ? 

Mr. Castiz. We are very close to it but because there are discus- 
sions going on concerning tolls between Canada and ourselves I do 
not feel free to express it because we do not know and we have to admit 
it has not been finalized. 

Mr. Fatuon. The reason why I say that, Mr. Castle, is that you 
were so definite about the revenue 2 years ago and 4 years ago. 

Mr. Buarnix. Are there any further questions on my left? 

Mr. Stavurrer. What will be the deepest draft of the boats plying 
this canal ? 

Mr. Castix. We are going to provide what we call 27-foot channel 
excavation for a 27-foot draft. I think it is quite the customary 
ae for a ship traveling through a 27-foot waterway to probably 
oad to a 25-foot depth. 

Mr. Stavurrer. Did you not say originally, or the people who advo- 
cated this canal did, that the maximum draft would be 25 feet and, 
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therefore, you needed a 27-foot channel? Now you come in for 
additional costs to deepen the channel to 29 feet or 30 feet to provide 
for a 27-foot draft. When was the change made and was it brought 
before the committee and does the committee know that. we are deepen- 
ing the draft or the possible draft of the boats 2 feet? 

Mr. Castie. In certain areas that is being done, Mr. Stauffer. I 
do not know what the hearings in the early days provided for in a 
discussion on that subject. 

Mr. Sraurrer. 25 feet. 

Mr. Castie. But we found in certain shoal or rock areas it was 
not prudent to stop at a maximum of 27 feet ; 2914 feet in some sections 
was a much more practical thing from a navigating point of view. 
I think General Holle will bear that out, due to the hazards that 
might take place in rock bottoms. 

Mr. Sraurrer. They could not anticipate a greater draft than 25 
feet. In anticipating that draft they anticipated that the harbors in 
the Great Lakes would not have to have anything done to them and 
the harbor facilities were ample to take care of a 25-foot draft boat. 
Now by increasing the draft 2 feet you are increasing the cost of the 
canal and making necessary the dredging of most of the harbors in 
the Great Lakes at a tremendous additional cost. The additional 2 
feet, as I understand it, was not authorized by this committee in the 
act. 

Mr. Casrix. I still think, Mr. Stauffer, that most of the ports that 
will be handling the lake ore type of shipping with a 20,000 to 25,000 
tonnage load, will have ample facilities to handle them for unloading 
purposes. 

Mr. Sraurrer. That is not my point, Mr. Castle. You asked for a 
27-foot channel to accommodate a 25-foot draft boat. Now you come 
in here ofr additional authorization to provide for a 27-foot draft boat. 
That means that the harbors in the Great Lakes have to be dredged 
to accommodate those larger boats. 

Mr. Castie. I do not think that there is going to be any change 
in the loading picture of the ore shipper. He will probably still load 
to 25 feet because most of the depth will be 27 feet through the seaway 
facilities, but there are certain regions in which it was found, I thin 
by good engineering experience and navigation experience, that in a 
case of what we call surges and squats it might de great damage to 
ships if it were not deeper. 

Mr. Sravurrer. I was taking your own statement a while ago that 
you were providing for a 27-foot draft boat. 

Mr. Castix. That is right. 

Mr. Batpwrn. As I understood your first question on that, the 
answer of Mr. Castle was that it was true the locks were 27 feet but 
they were anticipating a maximum draft through there which would 
be 25 feet. Mr. Castle never answered you saying they were going to 
he 27-foot drafts. 

Mr. Sravurrer. Then I misunderstood him. I thought he said 27- 
foot draft. 

Mr. Castix. We speak of 27-foot draft depth for the shipper, but 
I think their practice is to load to 25 feet, giving themselves a 2-foot 
clearance. In these rocky shoal areas it seems to be prudent to 
even further than that, and I think the user would find it very bis. 
ous if we had not done it. 
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Mr. Sravrrer. Then the practical limitation is still a 25-foot draft 
boat ? 

Mr. Castrze. I think so. Yes, sir. 

Mr. Buatnix. If there are no further questions at this time, thank 
you very much Mr. Castle and General Holle. 

We now have Dr. Danielian who is still available. It was requested 
last week by some members of the committee that he return for possi- 
ble further questioning. 

Dr. Danielian, we appreciate your cooperation in being available 
and standing by all morning. 

Without objection, at this point I will insert in the record a wire 
addressed to me from the port director of the city of Duluth, stating 
that the commissioners of the port authority urge approval of the 
pending legislation ; and also a wire from Mr. Marvin Fast stating that 
the Great Lakes Commission urges favorable action. 

(The telegrams referred to are as follows: ) 

Du.tutH, MINN., April 15, 1957. 
Hon, JoHN A. BLATNIK, 


Public Works Committee, 
House of Representatives, Washington, D. C. 

The duly appointed commissioners of the port authority of Duluth urge full co- 
operation with the St. Lawrence Seaway Development Corporation to extend their 
borrowing authority necessary for completion St. Lawrence seaway project. Sur- 
veys recently completed disclosed over 580 manufacturing concerns now located in 
our tremendous trade area which covers 540,000 square miles, are urgently in need 
of the seaway to retain their foreign commerce, which in 1956 in the aggregate 
amounted to in excess of 350,000 tons, excluding grain vegetable oils and other bulk 
commodities. Unless seaway is completed on schedule our industries will be un- 
able to compete in foreign trade with industries located closer to seaboard due to 
ever-increasing land transportation costs. Trade groups predict seaway will pro- 
vide a means for improved economy in the whole north central tier of States. Our 
legislators now in session are unanimous in the benefits the seaway will provide 
for the State of Minnesota. Large sums of money have been spent by us on sur- 
veys and trade promotional projects in our entire trade area. We expect soon to 
commence construction multimillion dollar terminal facilities. Failure to com- 
plete seaway project on schedule would have disastrous effect on this area. 


Rosert T. Smitu, Port Director. 


ANN Arpor, Micu., April 15, 1957. 
Hon. JoHN A. BLATNIK, 
Chairman, Subcommittee on Rivers and Harbors, 
House Office Building, Washington, D. C.: 


Re H. R. 5728 and H. R. 5729 Great Lakes Commission urges favorable review 
of revised financial program. As joint agency created by governors and legisla- 
tures of Great Lakes States, commisson deeply concerned that seaway con- 
struction continue on schedule. Increased costs should not prevent orderly 
completion of project which will contribute to economic growth of region and 
entire country. Request wire be included in record. 

MARVIN Fst. 

Mr. Biarnix. Dr. Danielian, you will recall there were some mem- 
bers who said they had further questions they might want to ask. 
May I ask at the outset, are there any questions of Dr. Danielian at 
this time? - If not, will you have any further statement, Dr. Danielian ? 

Mr. Sraurrer. I have one question. I was very much interested 
in your testimony the other day, wherein you testified that you have 
been in-on this-project from the very beginning. 

Dr. Dantetian. Yes. 
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Mr. Sraurrer. And you sold it to Senator So-and-So, from Michi- 
gan. 

Dr. Danreian. Vandenberg. 

Mr. Sraurrer. You then sold it to the people of the Midwest. I 
had a great admiration for your salesmanship, but I just wondered 
what argument you used with those people at that time to justify this 
project in the way of the economy of operation and the ability to 
liquidate the project and pay the interest. What did you base your 
original figures on, Doctor ¢ 

Dr. Danrevian. The original figures were those that were in the 
record in 1953. They involved a cost of $88 million to the United 
States and about—— 

Mr. Sraurrer. I am speaking now of the figures prior to that 
record; when you initiated the project and sold it to the country. 

Dr. DantTELIAN. Yes. 

Mr. Sravurrer. You seem to be the master salesman in the case. 

Dr. Dantexi1an. I face the prospect of going over all of the argu- 
ment of the past 15 years with some trepidation, as you may well 
guess. I think that the basic justification was the use of the sea- 
way by commerce, principally heavy industry and raw materials and 
agricultural products, and the prospect of being able to pay for it 
through tolls; and, of course, some national defense considerations 
which were supported by the Joint Chiefs of Staff, namely, the estab- 
lishment of an internal line of communication for the transportation 
of important raw materials to the defense plants of the Middle West. 

These were, in short, the basic considerations. 

Mr. Stavrrer. In your testimony the other day you have some doubt 
now as to the economic advantages of this, or the economic results, 
and as to whether they are going to charge an adequate toll to amor- 
tize the cost of it and pay the interest on the money. 

Mr. Dantevian. Yes. It all depends on the toll-rate structure. If 
the toll-rate structure is such that the traffic will be driven to other 
means of transportation, the seaway of course will have failed to 
meet its promise. 

Mr. Sraurrer. So you admit now that your original argument used 
in selling this project to the people of the United States was not—— 

Dr. Danrext1An. I think there is one point I would like to make clear 
to this committee. At any given time in our lives we have to pass 
judgment on issues on the basis of the facts given tous. I think on the 
basis of the facts then given there was absolutely no question about the 
great economic value, and there is no question now if the cost and 
the toll rates can be at a reasonable level so that the people will use it. 

This facility will be useful only to the extent that it is used, and its 
use will depend on its price. 

Mr. Sravurrer. It seems to me—and this is the point I want to bring 
out—that your interest in it has changed. 

Dr. Danreiian. No, it has not. 

Mr. Sravurrer. Your first interest was to get the canal. Now your 
interest is to get low tolls. 

Dr. DanrevtAn. No, it has not changed at all. I think I would like 
to correct a couple of things. At the end of the proceedings last week 
there was some indication that there was a difference between our or- 
ganization which supported the project, and the users committee. 
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There is not, really. The people who supported the project were those 
who wanted to use it. There was no other purpose for supporting it, 
obviously; and they are now concerned about the conditions under 
which they will use the seaway. 

Asa natural concern, it follows naturally from their basic interest in 
seeing the Great Lakes developed, and seeing the seaway a success. 
They are the ones who will make it a success. They will provide the 
trafic and the revenues for the two corporations. 

There is a certain amount of confusion about the facts and I tried 
in my last testimony to correct it. For instance, it is stated that the 
annual cost of the project—the question was not really answered, but 
the question was raised—as to what the annual cost of the United 
States share would have been under our 1954 esimates. It is stated on 
page 46 of the St. Lawrence seaway —e before the Foreign Rela- 
tions Committee in 1953 that they would be $5,194,000. It has been 
stated here today that the cost will be $8 million. That is not quite 
accurate because the $8 million applies to two-thirds of the project. 
In other words, we are only building 2 locks, whereas previously we 
had authorized 3 locks. 

The fact that the United States is not bvilding the additional lock, 
but that Canada is going to build it, is no consolation to the users 
because the users will have to pay the cost to the Canadian authority 
for that Iroquois lock. So that, to make an adequate comparison be- 
tween those two figures you have to add the cost of the Iroquois lock. 

Therefore, from the users point of view we have tried to approach 
this thing on a binational basis. The annual costs we estimate are 
about twice what they were estimated before. 

The question now is, at what toll rates and at what traffic volumes 
they can be paid off. I have to take a position on this thing with a 
historical perspective because I expect to be here for the next 10 or 
15 years probably. 

Mr. Sravrrer. I expect to see you again. 

Dr. Danverian. And I do not want to be confronted in 1959 and 
1960 and 1961 with a situation where the arithmetic will be quite 
disappointing. 1 want to make a record that there are very difficult 
problems, 9nd unless this thing is approached with 

Mr. Sravurrer. You have answered my question right there. That 
is all. 

Mr. Buarntx. Are there any further questions? 

Mr. Cramex. I have a question. Who makes up this users commit- 
tee? 

Dr. Danrertan. I think I mentioned the names of many of them in 
my statement lasi Wednesday. 

Mr. Cramer. I notice in your statement on page 4 you stated that 
this situation will imypose on this committee, meaning the Public 
Works Committee, as it will on the users, the necessity of determining 
that every item of expenditure which is proposed to be put in the rate 
base is necessary to provide a channel for the controlling depth of 27 
feet. 

Thereafter you list a number of items which you say you are in 
no position to say as to whether there are needed or not. 

would like to ask if in your opinion there are any of those specific 
items that you wish to question, as a user, as to the need, and which this 
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committee should consider further in the question of the authorization. 
Which of these do you think are frills? Any of them? 

Dr. Danre1an. I cannot characterize them with adjectives of that 
kind. We are nci close enough to the management of this thing to 
be able to tell whether there are other ways of doing these things 
which are more economical. For instance, have they considered the 
possibility of having joint floating facilities with Canada so that the 
equipment can be used by both authorities at a lesser expense ? 

I think the important items in that listing are, of course, the addi- 
tional expenses for the additional dredging on the channel. I want to 
read from a statement again where the impression was left that the 
2914 feet was in some special areas where there were rocks and shoal 
areas. The explanation says: 

The Thousand Isiands section channel excavation criteria were changed from 
27 feet plus 2 feet over depths where shoals are less than 27 feet below the sur- 
face, to 29% feet swept depth throughout. * * * 

The other item, of course, is the South Cornwall Channel, which is 
going to be a very expensive proposition; almost 15 to 20 percent of 
the United States cost of the project. I consulted with my counsel 
yesterday, who represented our organization before the Federal Power 
Commission and the Tnfarsticnel Joint Commission in helping New 
York State and Ontario to get a license for the construction of the 

ower project, I raised the question as to whose obligation was the 
Sredgine of the channel as of that time. What was the understanding 
before the Federal Power Commission. 

He supplied me with maps which were a part of the New York 
Power Authority's ae to the Federal Power Commission and 
in the application which was approved by the Commission ; and in its 
order making it part of its approved project, the south channel of 
Cornwall is put in as a part of the job that the New York Power 
Authority was going to do. 

They accapted * a license under an understanding by all of us that 
they were going to do that job. Now the legislation says it is work we 
are supposed to do and is work solely for navigation. That would ex- 
clude joint costs for navigation and power. 

Now, do we have the right, unless the committee approves this addi- 
tional appropriation, under the act, to make that an obligation of the 
Corporation and the users? We do not want to stop the work, and 
I am all in favor of going ahead and providing money as fast as 

ossible, but there are some grounds for reserving our judgment and 
es refusing to accept at this time, from the users’ point of view, a 
liability for all of these increased expenses. 

Mr. Cramer. Well, do you think in that particular instance, which, 
as I have gathered it from the testimony, means a $26-million addi- 
tional cost ; is that correct ? 

Dr. Danrevian. That is right. 

Mr. Cramer. Do you think in that particular instance this com- 
mittee and the Congress would be wise in possibly authorizing the 
full amount requested, with a reservation concerning that specific item, 
permitting Congress to look into the item further, and requiring com- 
mittee approval or disagreement before it is finalized and funds are 


‘made available to carry it out? 


Dr. Danrevian. Ear again for the users of the seaway, and 
I think again in this particular case for the Government of the United 
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States, if somebody presented me with a bill for $26 million and there 
was some question as to whether or not under the law I had that right 
to accept that kind of a compromise on that, I would be inclined to 
present the problem and say, “Well, we need this money to go ahead 
with the job, but I think perhaps the matter should be looked into 
further by the appropriate legal authorities of the Government.” 

Mr. Cramer. I have just this one other observation, which gets 
back to the question I was asking Mr. Castle, as to whether or not 
this committee should not in such instances, where substantial funds 
are involved and an increase in authorization is probable, and the ques- 
tion of liquidation of the debt resulting from tolls arises, that that 
sort of thing should be reviewed, or, at least, reports should be made 
to this committee on the matter ? 

Dr. Danreti1an. Well, as things have developed, I would see good 
reasons for that kind of review. 

Mr. Cramer. Thank you. 

Mr. Buatnix. If there are no further questions, the hearings will 
be concluded and the meeting is sitcurhed. Thank you very much, 
Dr. Danielian. 

the fol n, at 12:10 p. m., the committee adjourned.) 

The following was furnished for insertion :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. 0., March 19, 1957. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. O. 

My Dear Mr. CHARMAN: This is in reply to your letter of March 11, 1957, 
requesting the views of the Bureau of the Budget on H. R. 5728, a bill “to clarify 
the general powers, increase the borrowing authority, and authorize the defer- 
ment of interest payments on borrowings of the St. Lawrence Seaway Develop- 
ment Corporation.” 

H. R. 5728 is identical to a draft bill recommended by the Department of 
Defense as a part of the Department’s legislative program for 1957. 

The Bureau of the Budget would have no objection to the enactment of 
H. R, 5728. 

Sincerely yours, 
A. R. Jones, Deputy Director. 


CHICAGO REGIONAL Port DistTRIctT, 
Chicago, Ill., April 9, 1957. 
Mr. Lewis G. CASTLE, 
Administrator, St. Lawrence Seaway Development Corporation, 
Washington, D. C. 


My Dear Mr. Caste: Pending legislative action and other attendant problems 
that make it impossible for our port district board to be represented at the 
hearings to be held in connection with your request for funds to complete the 
American participation in the St. Lawrence seaway navigation works, it is, 
therefore, the port district board’s desire that this letter be recorded with the 
proper governmental authorities handling this subject so that the port district 
may make cognizant our desire that every cooperation be extended your corpo- 
ration in the procurement of funds to finish the American portion of the 
seaway. 

The port district board, as you know, has already expended $24 million in 
the construction of its first phase of harbor developments to make ready 
adequate facilities for seaway traffic, and it is hoped that another segment 
of this development will be underway and completed by 1959. These invest- 
ments are but a part of an overall series of coordinated facilities that will 
be built so that the seaway tonnage can be handled with dispatch and efficiency. 

’ The members of the port district board and staff have long followed the work 








SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION 101 


of your organization and know full well that many unexpected conditions have 
come up that cause this request for additional funds. It is the port district 
board’s further belief that, because these funds originate from revenue bonds, 
without obligation to the taxpayer, that they must not be handled in the same 
category as other budgetary commitments that stem from tax receipts. 

The port district board wishes to register its confidence in the actions of the 
St. Lawrence Seaway Development Corporation and its urgent desire that 
these funds not be denied the Corporation so that their work can progress and 
be completed by the spring of 1959. 

To us in Chicago, it would be unthinkable that American participation be 
delayed or denied in the culmination of a project that mid-America has so long 
waited for. 

Very truly yours, 
MaxIM M. CoHEN, General Manager. 





Derrort, Micu., April 11, 1957. 
HOvuSsE OF REPRESENTATIVES PUBLICS WORKS COMMITTEE, 
House Office Building, Washington, D. C.: 


In re subcommittee hearings St. Lawrence seaway port of Detroit commission 
joins with other Great Lakes ports industry and water transportation con- 
firming the wisdom and foresight in the development of the waterway as a 
prime factor in the development of industry and trade of this whole region. 
We join with the many others in supporting the Seaway Development Corpo- 
ration in this period of readjustment of costs leading toward the successful 
conclusion of construction and opening of the seaway and nominal toll structure 
which will not be a deterrent to the full use of the seaway. 


CaRiis J. StetTtin, Port Director. 
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